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) STATE OF NEW MEXICO
/Sé v ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
P OIL CONSERVATION COMMISSION

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

APPLICATION OF THE NEW MEXICO CASE NO. 12757, de novo
OIL CONSERVATION DIVISION FOR AN
ORDER REQUIRING MARKS AND GARNER
PRODUCTION LTD. CO. TO PROPERLY
PLUG AND ABANDON SEVENTEEN (17) WELLS,
AUTHORIZING THE DIVISION TO PLUG DR A F
SAID WELLS IN DEFAULT OF COMPLIANCE T
BY MARKS AND GARNER PRODUCTION LTD. CO.,
ORDERING FORFEITURE OF APPLICABLE
PLUGGING BOND
AND ASSESSING CIVIL PENALTIES FOR
FALSE PRODUCTION REPORTING,
EDDY COUNTY, NEW MEXICO.
ORDER NO. R-11700-B

ORDER OF THE OIL. CONSERVATION COMMI
BY THE COMMISSION:

THIS MATTER, having come before the Oil Conservation Commission
(hereinafter referred to as "the Commission") on July 19, 2002, at Santa Fe, New Mexico
on the application of the Oil Conservation Division (hereinafter referred to as "the
Division") for an order requiring Marks and Garner Production Ltd. Co. (hereinafter
referred to as "Marks and Garner") to properly plug and abandon inactive wells in Eddy
County, for an order authorizing the Division to plug the wells in the event the operator
or its surety fails to do so, providing for forfeiture of the plugging bond if necessary, and
requesting the assessment of civil penalties for false production reporting, and the
Commission, having carefully considered the evidence, the pleadings and other materials
submitted by the parties hereto, now, onthis ___ day of , 2002,

FINDS,

1. Notice has been given of the application and the hearing on this matter, and
the Commission has jurisdiction of the parties and the subject matter herein.



Case No. 12757

Order No. R-11753

Page 2

2. This matter concerns nineteen (19) inactive wells in Eddy County, New
Mexico operated by Marks and Garner Production Ltd., described below:

API Number

30-015-02784
X 30-015-02892
30-015-02880
A30-015-02881
A30-015-02875
F+£30-015-02893
30-015-028
#+/30-015-02906
30-015-02891
X 30-015-02927
30-015-02926
30-015-02903
A30-015-02912

Well Name
& Number

Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.
Cave Pool Unit No.

1

3

12
14
16
17
19
22
30
32
41
51
53

Well Location

660’ FSL & 1780° FEL, Unit O, 33-16S-29E
985’ FNL & 987’ FEL, Unit A, 4-178-29E
1980’ FNL & 660’ FEL, Unit H, 4-17S-29E
1980° FNL & 1980’ FEL, Unit G, 4-17S-29E
1973” FNL & 330’ FWL, Unit E, 3-17S-29E
2310’ FSL & 660’ FEL, Unit I, 4-17S-29E
1980’ FSL & 1880’ FWL, Unit K, 4-17S-29E
1980° FSL & 1980’ FEL, Unit J, 5-17S-29E
990’ FSL & 2310’ FEL, Unit O, 4-17S-29E
660’ FNL & 660’ FEL, Unit A, 9-17S-29E
1650’ FNL & 330’ FWL, Unit E, 8-17S-29E
1650’ FSL & 990° FWL, Unit L, 5-17S-29E
1650’ FNL & 330’ FEL, Unit H, 7-17S-29E

Red Twelve Levers
Federal No. 8Q

Red Twelve Levers
Federal No. 12

Red Twelve St. No. 4

Red Twelve St. No. 6

State No. 2

Theos State No. 1

30-015-25090 1980’ FSL & 990’ FEL, Unit I, 33-16S,29E

30-015-25152 660’ FNL & 660’ FWL, Unit D, 33-16S-29E
990° FSL & 2310° FEL, Unit O, 5-17S-29E
2310’ FSL & 1650’ FEL, Unit J, 5-17S-29E
990’ FNL & 1980° FWL, Unit C, 4-17S-29E
1650’ FNL & 1650’ FEL, Unit G, 5-17S-29E

M30-015-24991
30-015-25055
30-015-02889
30-015-24732

e

3. The Division originally sought plugging and abandonm alttte wells o ;
listed in paragraph 2. The Division now seeks ;W@fon;mment of the Cave " ) - J ,-;,4
Pool Unit Wells No. 3, 14, 16, 32 and 53 only. “The Division seeks forfeiture of the R R -
relevant financial assurance of Marks and Garner in the event Marks and Garner fails to ';’?‘AQA'/' >
plug and abandon these wells. . ;J 0 Je .

/

L
4. The Division seeks assessment of civil penalties for false production reporting
for false production reports submitted by Marks and Garner on seventeen (17) wells: the
Cave Pool Unit wells No. 1, 3, 12, 14, 16, 17, 19, 22, 30, 32, 41 and 53, the Red Twelve
Levers Federal wells No. 8Q and 12, the Red State Well No. 6, the State No. 2 and the
Theos State No. 1. During the Division proceedings, the Division requested a penalty in
the amount of $1,000 per month for each well that was reported falsely.
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5. The Division no longer seeks any relief with respect to the Cave Pool Unit No.
51, from which no production was reported, and the Red Twelve State No. 4, which is
apparently an injection well.

6. The Division appeared through its counsel and presented evidence. Marks and
Garner appeared through its counsel and presented evidence.

7. During the hearing, the parties stipulated that the record of the Division in this
matter should also be considered. Therefore, administrative notice is taken of the record
of proceedings before the Division, including the transcript of proceedings of the hearing
of January 10, 2002, the exhibits submitted during that hearing, and the papers and
proceedings of the Division.

8. The Division's filing in this matter originates from a project of the Oil
Conservation Division referred to as the "Inactive Well Project.” This project seeks to
identify wells that have not produced for two years or more. The operator is notified of
the discrepancy by letter and is requested to bring the wells into compliance with the
rules and regulations of the Division or commence plugging and abandonment.

9. Marks and Garner received a letter in connection with the Inactive Well
Project in September 2000. The letter identified the wells that are the subject of this
hearing as inactive and informed Marks and Garner of its obligation to submit a plan to
correct the situation within thirty days.

10. Immediately following receipt of the letter referred to in the previgtlg § Ll le ,‘i
paragraph, Marks and Garner began reporting production from 16 wells,
Aot production-had-been reported previously-inr-mest-eases since at least 1997. The wells
which suddenly commenced production in September 2000 are the Cave Pool Unit Wells
No. 1,3, 12, 14, 16, 17, 19, 22, 30, 32, 41, 53, the Red Twelve Levers Federal No. 8Q
and 12, the Red Twelve State No. 6 and the Theos State No. 1. Another well, the State
No. 2, reported production during 1997 and 1998, but ceased production from 1998 until
September, 2000, when it too began reporting production. (b L

11. The amounts of production reported were always very small, often as little as
one barrel of crude oil per month. The greatest reported amount of monthly production
from any well was 18 barrels /Marks and Garner reported these small amounts of
production each month from September 2000 through August 2001.

12. Division inspectors visited the wells on numerous occasions in the year 2000
and 2001. In most cases, inspections disclosed that the wells in question were incapable
of production.
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13. For exaiple, Division witnesses testified that during an inspection on
January 30, 2001fthe Cave Pool Unit No. 1 was not capable of production; no motor was
present on the pump jack and there was no production tubing in the well.

14. Division inspections of the Cave Pool Unit No. 3 revealed that the wellhead
had a piece of tubing sticking out of it, no pumping unit was present, and the well was not
capable of production. The inspection also disclosed a large mesquite bush growing on
the side of the wellhead. The condition of the well was unchanged during inspections on
January 30, 2001 and June 15, 2001.

15. Similarly, an inspector found the Cave Pool Unit No. 12 incapable of
production because there was no electrical connection to the motor. The same condition
existed at the well during inspections of January 30, 2001 and June 15, 2001.

16. A Division inspector visited the Cave Pool Unit No. 14 on January 30, 2001,
February 13, 2001 and October 16, 2001 and on each occasion observed the well was
incapable of production. The well had a wellhead, a piece of 2 7/8 tubing and a 2-inch
ball valve, but it had no flow lines, no pump jack and no platform for a pumping unit.

17. A Division inspector visited the Cave Pool Unit No. 16 on January 30, 2001,
June 12, 2001 and October 16, 2001. The inspector observed that the casing head was
buried in the ground, with 2 7/8 inch tubing sticking out of the ground, and a 2-inch ball
valve. The well had no flow lines or production equipment, and electrical lines were not
hooked up. The inspector also observed that foliage was growing around the wellhead,
and an electncal box and a p1ece of wood standing where it would have been disturbed by

- On each occasion, the inspector found the well in the same condition.
a"? achvy

18. The Cave Pool Unit No. 19 was inspected on January 30, 2001 and June 12,
2001. On the first inspection, there was a pumping unit at the well but had no motor to
operate the unit. When the well was inspected in June, 2001 the pumping unit had been
removed and all was left was a rod sticking up out of the hole.

19. The Cave Pool Unit No. 30 was inspected on January 30, February 13, and
June 15, 2001. During each inspection, the well had a pumping unit but lacked a motor
and the inspector observed that the well therefore was not capable of production.

20. The Cave Pool Unit No. 32 was inspected on January 30 and October 16,
2001. That well also had foliage and large boards within proximity of the well head.
The well was not capable of production, and the site was unchanged between inspections.
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21. A Division inspector observed that no road existed in or out of the Cave Pool
Unit No. 53 during inspections between January 2001 and July 0f2001. The well had no
flow line and was incapable of production on both occasions.

22. The Cave Pool Unit No. 41 was inspected on February 12, 2001, October 16,
2001 and December 3, 2001. On those occasions, the inspector observed that the well
had only "a piece of casing” extending above the surface of the ground and that the well
had no casing head, no flow lines and no pumping unit. The well was unchanged in the
first two inspections. During the third inspection, the operator was attempting to
temporarily abandon the well.

23. The Cave Pool Unit No. 51 was inspected on January 31, March 6 and
November 16, 2001. It was incapable of production during each visit, and the inspector
noted tubing coming out of the well head, but no flow lines or pumping unit were present.

24. An inspector visited the Cave Pool Unit No. 53 on January 31, March 6,
October 16 and November 16, 2001. The well was incapable of production during each
visit, and the inspector observed a piece of casing sticking out of the ground with a bell
nipple, a 2-inch ball valve, and no flow lines or pumping unit were present.

25. The Red Twelve Levers Federal No. 8 was inspected on January 31, October
16 and November 30, 2001. The inspector observed that the well was incapable of
production; it had only a piece of casing sticking out of the ground with a bell nipple in
the top with a small 2-inch gate valve and a nipple, and lacked flow lines and a pumping
unit.

26. The Red Twelve Levers Federal No. 12 was inspected on January 31 and
October 16, 2001. The inspector observed that the well was incapable of production; it
had only a piece of casing sticking out of the ground with a bell nipple and a 2-inch
valve, but lacked flow lines and a pumping unit.

27. An inspector visited the Red Twelve State No. 6 on January 31, June 17,
October 16 and twice in November 2001. The well was incapable of production on
those occasions. The inspector noted its condition was unchanged on each occasion and
the well had a well head and a 2 inch pipe with a ball valve, but no flow lines and no

pumping unit.

28. The State No. 2 was inspected on January 30 and June 15, 2001. The
inspector noted its condition was unchanged on each occasion and while the well was
theoretically capable of production, it had no pumping unit and no motor.
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29. The Theos State No. 1 was inspected on January 30, 2001. The inspector
found that the well was incapable of production on each visit; it had no rods in the hole,
and no motor on the pumping unit.

30. Finally, inspections revealed that two wells from which production was
reported, the Cave Pool Unit No. 17 and the Cave Pool Unit No. 22, are in fact plugged
and abandoned and not capable of production by any means.

31. Marks and Garner's witnesses contended during the hearing that production
had been reported accurately. Marks and Garner claimed that the wells had been
produced using portable production equipment or through an unconventional means
called "swabbing."

32. Marks and Garner's witnesses contended that a portable pump jack was used
to produce wells that had rods and a pump. The oil was produced into a portable tanks or
through a flow line to a central tank battery. Marks and Garner's witnesses contended
that it would install motors on a temporary basis to produce wells that had a pump jack,
rods and a pump but lacked a motor. The crude oil was produced into a portable tank or
through a flow line to a central tank battery. Marks and Garner witnesses testified that
other wells would be produced using a casing swab. The witnesses testified that this
production technique involved bringing a rig to the well, removing the well head and
swabbing the casing with a tool. The fluids recovered by this method were placed into a
portable tank and transported to the central tank battery. When swabbing was complete,
the well head would be replaced.

33. Marks and Garner testified at length to its conversations with employees in
the Division's Artesia Office concerning the proposed swabbmg operation. After
receiving the Division's letter in September of 2000, Marks and er testified that it
submitted a form C-103 on each well, proposing to producg,ﬂ?é wells by casing
swabbing. Afier the submissions were rejected by the District Office, several
conversations with employees of the Artesia office ensued, and Marks and Garner
believed that the upsho ose conyersations was that they could swab wells so long as
they submitted C-103§{’M£swa bing was to "test and evaluate” the wells. The
amended submissions that described operations in this manner were never approved by
the District Office. Marks and Garner took this inaction as approval of the proposed
operation.

34. It is very evident that the wells operated by Marks and Garner described
above are not capable of production in the conventional sense. Many wells have no
production equipment at all. Most lack flow lines to carry the product to the central tank
battery. Many wells lack a down hole pump or rods. Some wells even lack production
tubing. Those wells that have rods sometimes lack a pump jack to operate the pump.
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35.4Marks and Garner's contention that the wells were produced either with
portable production equipment or by swabbing is simply not borne out by the evidence in
this matter. It is thus evident that Marks' and Garner submitted false production reports
as alleged by the Division.

36. Many reasons for this finding exist. First, there is the coincidence of
production from wells that had been inactive since at least 1997 with receipt of a letter of
the Inactive Well Project imposing a thirty-day deadline to submit a plan to bring the
wells into compliance. Then, there is reported production from two wells that had been
plugged and abandoned. A plugged well cannot produce crude oil or natural gas, even
through the unorthodox methods described by Marks and Garner. Reporting such
production suggests that Marks and Garner didn't know the wells were plugged and
abandoned and supports the Division's theory that the production reports were filed to
relieve Marks and Garner of the obligation to service the wells, bring them back into
compliance with rules and regulations, produce them, or plug and abandon them. Then
there is the reporting of de minimus amounts of production, and the fact in several cases
that amounts reported are the same on successive months.

37. Next, there is the matter of the Red Twelve Levers Well No. 12. A Marks
and Garner witness testified that the No. 12 had been recently perforated and that once
perforated, it produced natural gas. A photograph was shown to verify this fact. The
well file on this particular well indicates that the well was perforated on September 12,
2000 (administrative notice is taken of the well file). However, Marks and Garner
persistently submitted production reports beginning in September 2000 (the month it was
perforated and first produced gas) and through August 2001 stating that the well
produced "oil" and "water.” However, the well, in the words of the witness, was "not
hooked up to a gas-flow line at this point ..." Since being drilled in 1984, the well had
never produced anything and could not, since it was not perforated.

JOrs

38. Then there is Marks and Garner's contention that Wells were produced by
swabbing. This contention is not plausible given the physical evidence. Removal of a
well head to facilitate casing swabbing involves use of a large rig, which would have to
be driven to the site and mounted over the well head. The well head is removed with
wrenches or a chain tool. Then the well is swabbed into a portable tank or existing flow
lines, the well head is remounted and the operation proceeds to the next well.

39. No sign of any of any of this activity was observed by Division inspectors.
Indeed, inspectors testified to the presence of mesquite bushes near several well heads,
and the bushes can be clearly seen in the photos. Several wells had boards or other
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objects that would have restricted access to the well head. No signs of the movement of a
large drill road or supporting vehicles was observed by Division inspectors, who had
difficulty driving to some of the wells. Similarly absent was any sign that any well heads
had been removed (scratches, marks, gouges) and no such evidence can be observed in
the photographs. Indeed, some of the well heads appear to be severely rusted. Many
sites lacked any evidence of the dead men needed to secure a rig during the operation,
and several of the sites lacked any discernable roads. Marks and Garner's description of
their swabbm§ activity during the time period in question simply cannot be squared with
this evidence.

40. Finally, there is the matter of the log book. Marks and Garner presented the
largely illegible book to the Commission long after the hearing in this matter was
concluded. One Marks and Garner employee referred to the log book during his
testimony, yet the log book was not produced during the hearing, and the witness was not
examined concerning its preparation.

41. Even assuming the document is admissible under these circumstances (the
Division has objected to its admission), its contents do not support Marks and Garner's
contentions. For one, the log begins on September 1, 2000 and concludes on December
21, 2000, only a fraction of the relevant period at issue here. The log book contains no
references concerning four of the seventeen wells that are the subject of this proceeding:
the Red Twelve Levers Federal No. 8Q, the Red Twelve Levers No. 12, the Red Twelve
Levers State No. 6 and the Theos State. A great deal of the reported production detailed
in the log cannot be correlated with the production reports submitted by Marks and
Garner. The Division's observation concerning the uniform writing style and the obvious
alterations are also well taken, and it seems reasonable to conclude that, at a minimum,
the log book was either altered to correlate with production reporting or may even have
been reconstructed from other documents. In any event, it is not the highly
comprehensive document that this body was led to believe it was, and certainly does not
corroborate Marks and Garner's contentions in this matter.

42. Rule 1115 [19 NMAC 15.M.1115] of the Rules and Regulations of the Oil
Conservation Division requires each operator of a crude oil or natural gas well in the
State of New Mexico to report each month the actual production from each well.

43. The Oil and Gas Act, NMSA 1978 Section 70-2-31(B)(2)(a), makes it
unlawful for any person to knowingly and willfully, for the purpose of evading or

! 1t should also be noted that approval to produce the wells by swabbing had not been granted by
the Division's Artesia office. It is not reasonable, as Marks and Garner testified, to treat such a
failure to approve an operation as tacit approval to go forward.
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violating the Oil or Gas Act or any rule, regulation or order of the Division or the
Commission to:

“make any false entry or statement in a report required by the Oil and Gas
Act [NMSA 1978 Sections 70-2-1 through 70-2-38, as amended] or by
any rule, regulation or order of the commission or division issues pursuant
to that act[.]”

44, The Oil and Gas Act, NMSA Section 70-2-31(A), provides for a civil penalty
up to $1,000 per violation for knowingly or willfully violating any provision of the Oil
and Gas Act or regulations of the Oil Conservation Division:

Any person who knowingly and willfully violates any provision of the Oil
and Gas Act or any provision of any rule or order issued pursuant to that
act shall be subject to a civil penalty of not more than one thousand dollars
($1,000) for each violation.

45. The evidence described above demonstrates that Marks and Garner falsely
reported production from fourteen (14) wells that were not capable of production for each
of twelve (12) consecutive months during the period from September, 2000 through
August, 2001. The evidence described above demonstrates that Marks and Garner falsely
reported production of oil and water from one (1) well that had been completed as a gas
well but not capable of production of gas, water or oil during the period from September
2000 through August 2001, and falsely reported production from two (2) wells that had
previously been plugged and abandoned for each of nine (9) consecutive months during
the period from September, 2000 through May, 2001.

46. Marks and Garner’s false production reports were knowingly and willfully
made and made for the purpose of evading the Oil and Gas Act and rules and regulations
of the Commission and/or Division in that the operator either intentionally filed false
production reports knowing that the reported production did not occur, or the operator
filed reports concerning matters which it had a duty to report truthfully to the division,
knowing that it had no knowledge whether such reports were true or false.

47. A civil penalty for false production reporting should be assessed in the
amount of two hundred dollars ($200) for each false report submitted. This equates to a GLO /{/
total civil penalty in the amount of $39,600 ([2*wells falsely reported on 12 monthly S
reports: $36,000; 2 wells falsely reported on 9 monthly reports: $3,600).

48. Finally, five (5) wells, being the Cave Pool Unit Wells No. 3, 14, 16, 32 and
53, have not produced hydrocarbons and have been inactive for a period in excess of one
year, and no permit for temporary abandonment has been requested by Marks and Garner
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or approved by the Division. The current condition of thesy/ Is is such that if actiop is
not taken to properly plug and abandon these wells, wasté‘g%babbwm,
correlative rights may be violated, and the public health 4nd safety and fresh water may
be endangered. Marks and Garner have agreed to plug these wells in accordance with a
Division-approved plugging program, and received approval of the Division for plugging
and abandonment. There being no dispute concerning the plugging and abandonment of

these five (5) wells, they should be plugged and abandoned forthwith.
IT IS THEREFORE ORDERED THAT:

1. A civil penalty is hereby assessed against Marks and Garner Production Ltd.
Co. in the amount of $39,600. The civil penalty assessed herein shall be paid within
thirty (30) days of receipt of this order by certified or cashier's check made payable to the
order of the New Mexico Qil Conservation Division and mailed or delivered to the New
Mexico Oil Conservation Division, Attention: Lori Wrotenbery, Director, 1220 South St.
Francis Drive, Santa Fe, New Mexico, 87505.

2. Marks and Garner Production Ltd. Co. is hereby ordered to plug and abandon
the following five (5) wells located in Eddy County, New Mexico forthwith in
accordance with a plugging procedure approved by the supervisor of the Division’s
Artesia District Office:

(a) Cave Pool Unit Well No. 3 (API No. 30-015-02892), located 985
feet from the North line and 987 feet from the East line (Unit A) of
Section 4, Township 17 South, Range 29 East;

(b) Cave Pool Unit Well No. 14 (API No. 30-015-02881), located
1980 feet from the North and East lines (Unit G) of Section 4,
Township 17 South, Range 29 East;

(©) Cave Pool Unit Well No. 16 (API No. 30-015-02875), located
1973 feet from the North line and 330 feet from the West line
(Unit E) of Section 3, Township 17 South, Range 29 East;

(d)  Cave Pool Unit Well No. 32 (API No. 30-015-02927), located 660
feet from the North and East lines (Unit A) of Section 9, Township
17 South, Range 29 East; and

(e) Cave Pool Unit Well No. 53 (API No. 30-015-02912), located
1650 feet from the North line and 330 feet from the East line (Unit
H) of Section 7, Township 17 South, Range 29 East.
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3. Prior to commencing plugging operations on the above-described wells, the
operator shall notify the Artesia District Office of the date and time this work is to
commence, so that the Division may witness the work.

4. Should Marks and Garner Production Ltd. Co. or its surety fail or refuse to
carry out the provisions of Ordering Paragraphs 2 and 3 by December 31, 2002, the
Division is authorized to take such action as may be necessary to cause such wells to be
properly plugged and abandoned. Further, the Division is authorized to take such action
as may be necessary to forfeit the $50,000 blanket plugging bond (United States Fidelity
and Guaranty Company Bond No. 01-0130-920-77) and to recover from the operator any
costs in excess of the amount of the bond incurred by the Division in effecting the
plugging and abandonment of these wells.

5. Jurisdiction of this case is retained for the entry of such further orders as the
Commission may deem necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.
STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

LORI WROTENBERY, CHAIR

JAMI BAILEY, MEMBER

ROBERT LEE, MEMBER

SEAL
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30-015-02903-00-00 ICAVE POOL UNIT 051 MARKS AND GARNER PRO/ T  |Eddy F il
30-015-02904-00-00 [CAVE POOL UNIT 026  MARKS AND GARNER PROIO A [Eddy s 0
30-015-02906-00-00 JCAVE POOL UNIT 022  IMARKS AND GARNER PRO.O P Eddy s U
30-015-02908-00-00 [CAVE POOL UNIT 099  IMARKS AND GARNER PRO I P IEddy F oL

A F M

30-015-02909-00-00 [CAVE POOL UNIT 052 MARKS AND GARNER PRO|O Eddy
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APIWELL® ~ | WellName ‘ . Operator Name Type [Stat] County [Surf 1 UL
30-015-02912-00-00 |CAVE POOL UNIT 053  MARKS AND GARNER PRO | T  Eddy F H
30-015-02914-00-00 |CAVE POOL UNIT 035  MARKS AND GARNER PRO O A Eddy s A
30-015-02915-00-00 |CAVE POOL UNIT 036  MARKS AND GARNER PRO'S A Eddy s B
30-015-02926-00-00 |CAVE POOL UNIT 041  MARKS AND GARNER PRO'O T  Eddy FE
30-015-02927-00-00 JCAVE POOL UNIT 032 MARKS AND GARNER PRO'O S Eddy S A
30-015-22443-00-00 |LEVERS 005  MARKS AND GARNER PRO'O A Eddy F M
30-015-23032-00-0 [LEVERS 006  MARKS AND GARNER PRO G A Eddy F oL
30-015-23341-00-00 |MOSLEY SPRING 32 STAT 1002  MARKS AND GARNER PRO G S Eddy s N
30-015-23766-00-00 |DOG CANYON 36 | STATE 1001 MARKS AND GARNER PRO'G A Eddy sl
30-015-23937-00-00 JDOG CANYON 31 E 001 MARKS AND GARNER PRO'G A Eddy F 2
30-015-24672-00-00 |CAVE STATE 001 MARKS AND GARNER PRO O A Eddy s 4
30-015-24714-00-00 {CAVE STATE 002  MARKS AND GARNER PRO O A Eddy s H
30-015-24723-00-00 |[CAVE POOL UNIT 059  IMARKS AND GARNER PRO O A Eddy s U
30-015-24732-00-00 |THEOS STATE 001 MARKS AND GARNER PROO T  Eddy s G
30-015-24741-00-00 JCAVE STATE 005  IMARKS AND GARNER PRO O A Eddy s 3
30-015-24742-00-00 |CAVE STATE 004 MARKS AND GARNER PRO O S Eddy s F
30-015-24743-00-00 [CAVE STATE 003 IMARKS AND GARNER PRO O S Eddy s E
30-015-24759-00-00 |DIAMOND STATE 001  MARKS AND GARNER PRO O A Eddy s 0
30-015-24760-00-00 |DIAMOND STATE 002  IMARKS AND GARNER PRO O A Eddy Y
30-015-24761-00-00 |CAVE POOL UNIT 062  MARKS AND GARNER PROIO A Eddy s P
30-015-24855-00-00 |RED STATE 001  MARKSAND GARNERPROO A Eddy S 12
30-015-24896-00-00 |RED STATE 002  MARKS AND GARNER PRO O S Eddy s G
30-015-24962-00-00 JRED TWELVE STATE 001 IMARKS AND GARNER PRO O A Eddy s N
30-015-24966-00-00 |RED TWELVE STATE 002 MARKS AND GARNER PRO O A Eddy s H
30-015-24989-00-00 |RED TWELVE STATE 003  IMARKS AND GARNER PRO O S  Eddy s i
30-015-24991-00-00 |RED TWELVE STATE 004 'MARKS AND GARNER PRO'S A Eddy s o
30-015-25055-00-00 [RED TWELVE STATE 006  MARKS AND GARNER PROO T  Eddy s K
30-015-25058-00-00 |RED TWELVE FEDERAL 1001 'MARKS AND GARNER PRO O A Eddy F '
30-015-25059-00-00 |RED TWELVE FEDERAL 1002  MARKS AND GARNER PRO O A Eddy F
30-015-25090-00-00 {RED TWELVE LEVERS FED!008Q MARKS AND GARNER PRO O T Eddy  F
30-015-25091-00-00 |LEVERS FEDERAL 007  |MARKS AND GARNER PRO O A Eddy F
30-015-25152-00-00 |RED TWELVE LEVERS FED 012  MARKS AND GARNER PRO O A Eddy F
30-025-02533-00-00 |SHELL A STATE 013  MARKS AND GARNER PRO'S P Lea s
30-025-02703-00-00 {WM SNYDER 001 MARKS AND GARNER PRO'O S Lea P
30-025-03665-00-00 |R W DUNCAN 001  MARKS AND GARNER PRO:O P Lea P
30-025-08141-00-00 [HANAGAN D FEDERAL 002 IMARKS AND GARNER PROO A Lea F
30-025-08144-00-00 |GULF HANAGAN FEDERAL 001 MARKS AND GARNER PRO O A Lea F
30-025-08145-00-00 |GULF HANAGAN FEDERAL 002  IMARKS AND GARNER PRO O A Lea F
30-025-08148-00-00 |JENNINGS FEDERAL 001  IMARKS AND GARNER PROS A Lea “F
30-025-08149-00-00 |JENNINGS FEDERAL 002 MARKS AND GARNER PRO O A Lea F
30-025-08151-00-00 JHANAGAN B FEDERAL 001 JMARKS AND GARNER PRO O A Lea F
30-025-08152-00-00 IHANAGAN B FEDERAL 002  MARKS AND GARNER PRO O A Lea F
30-025-08154-00-00 |BRADLEY FEDERAL 001  IMARKS AND GARNER PRO O S Lea F
30-025-08155-00-00 |BRADLEY FEDERAL 002  IMARKS AND GARNER PRO O S Lea F
30-025-08156-00-00 |BRADLEY FEDERAL 003  MARKS AND GARNER PROO A Lea F
30-025-08157-00-00 JU S SMELTING FEDERAL 001  MARKS AND GARNER PRO O A Lea F
30-025-08159-00-00 [U S SMELTING FEDERAL 003  MARKS AND GARNER PRO O A iLea Fon
30-025-08160-00-00 {U S SMELTING FEDERAL 004  MARKS AND GARNER PRO O A Lea F G
30-025-08161-00-00 |U'S SMELTING FEDERAL S 005  MARKS AND GARNER PRO S A Lea F P
30-025-08163-00-00 |ERNEST FEDERAL 001  IMARKS AND GARNER PRO:O A Lea F D
30-025-20309-00-00 JLEA KN STATE 001 MARKS AND GARNER PROO P lea s A
30-025-21291-00-00 [NORTHEAST MALAJMAR U 001 IMARKS AND GARNER PRO'O S lLea s
30-025-22056-00-00 |HUBER STATE 002  |MARKS AND GARNER PRO S P Lea s i
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| & " Well Name Veil # - OperatorName: = [ Type .[Stat]| County - [Surf]UL
30-025-22315-00-00 [TENNECO FEE 001 MARKS AND GARNER PRO:0O P Lea P J
30-025-22603-00-00 [BAUM STATE 001 MARKS AND GARNER PRO'O P llea S
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TRANSMITTAL COVER SHEET

OIL CONSERVATION DIVISION
1220 8. ST. FRANCIS DRIVE
SANTA FE, NM 87505
(505) 476-3440
(505)476-3462 (Fax)

v
“o

PLEASE DELIVER THIS FAX:

TO: Lor; [A)La?_/e» /ev}g
FROM: Floreace |

DATE: ?/eéégz

PAGES: 3 (incleds _cover )
SUBJECT:

IF YOU HAVE TROUBLE RECEIVING THIS FAX, PLEASE CALL THE OFFICE
NUMBER ABOVE.
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OJL CONSERVATION COMMISSION

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

APPLICATION OF THE NEW MEXICO CASE NO. 12757, de novo
OIL CONSERVATION DIVISION FOR AN

ORDER REQUIRING MARKS AND GARNER
PRODUCTION LTD. CO. TO PROPERLY

PLUG AND ABANDON SEVENTEEN (17} WEL.LS,
AUTHORIZING THE DIVISION TO PLUG

SAID WELLS IN DEFAULT OF COMPLIANCE

BY MARKS AND GARNER PRODUCTION LTD. CO.,
ORDERING FORFEITURE OF APPLICABLE
PLUGGING BOND

AND ASSESSING CI1VIL PENALTIES FOR

FALSE PRODUCTION REPORTING,

EDDY COUNTY, NEW MEXICO.

ORDER NO. R-11753-A

MISSION

ORDER OF THE 011 CONSERVAYION COM

BY THE COMMISSION:

THIS MATTER, having come before the O:l Conservation Copnmission
{hercinafter referred to as "the Cormmission') on July 19, 2002, at Santa Fe, New Mexico
on the application of the O1] Conservation Division (hereinafier veferred to ag "the
Division") for an order requiring Marks and Gamer Production Lid. Co. (heremafter
referred to as "Marks and Gamer") 1o properly plug and abandon inactive walls in Eddyv
County, for an order authorizing the Division 1o plug the wells in the ovent the operatar
or its surety fails 10 do so, providing for forfejture of the plugging bond if necessary, and
requesting the assessment of civil penalties for false production reporting, and the
Commission, having carcfully considered the evidence, the pleadings and other matenals
subrmitted by the parties hereto, now, on this ;’.7th day of September, 2002,

FINDS,

1. Notice has been given of the application and the hearing on this matter, and
the Commission has jurisdiction of the parties and the subiect matter herzin.



SEP-26-2UUZ 1HU UL:db bt

[SR ST SRR S LW

Case No. 12757
Order No. R-11753-A

i

Page 2

2. This matter concerns nineteen (19) inactive wells in Eddy County, New
Mexico operated by Marks and Gamer FrPeEetasE=d., described below:

API Number Well Name Well Location
& Number

30-015-02784
30-015-02892
30-015-02880
30-015-0288)
30-015-02875
30-015-02893

30-015-02964
30-015-02891
30-015-02927
30-015-02926
30-015-02903
30-015-02912
30-015-230590

30-015-25152

30-015-2499]
30-015-25025
30-015-02889
30-015-24732

Cave Pool Unit No; |
Cave Pool Unit No, 3
Cave Pool Unit No. 12
Cave Pool Unit No. 14
Cave Pool Unit No. 16

.. Cave Pool Unit No. 17

ave Pool Unit No. 19
"ave Pool Unit No. 22
Cave Pool Unit No. 30
Cave Pool Unat No., 32
Cave Pool Unit Na. 41
Cave Pool Unit Na. 51
Cave Pool Unit No. §2
Red Twelve Levers
Federal No. 8Q°
Red Twelve Leveys
Federal No. 12
Red Twelve St. No. 4
Rad T'welve St. No. 6
State No. 2
Theos State No. |

660° FSL & 1780° FEL. Upit O. 33-168-29E
985* FNL & 987’ FEL, Unit A, 4-178-29F
198G’ FNL & 660° FEL, Unit {1, 4-178-29E
1980’ FNL & 1980’ FEL.. Unit G, 4-178-29E
1973° FNL & 330’ WL, Unit E, 3-17S-29E
2310 FSL & 660’ FEL, Unit 1, 4-178-29E
1980" FSL & 1880’ FWL, Unit K, 4-17S-29E
1980° FSL & 1980° FEI., Unit J, 5-178-29E
090" FSL & 2310° FEL. Unit Q, 4-178-29E
660" FNL & 660" FEL. Unit A, 9-17S-29E
1650" FNL & 330° FWL, Unit E. 8-175-29E
1650’ FSL & 99¢° FWL, Unit L, 5-17S-29E
1630° FNL & 330’ FEL, Unit 11, 7-178.29E
1980° FSL & 990" FEL, Unit [, 33-168,29E

660" FNL & 660" FWL, Unit D, 33-165-29E

990° FSL & 2310° FEL, Uit O, 5-178-29E
2310" FSL & 1630° FEL, Unit J, 5-17S8-29E
990* FNL & 1980’ FWL, Unit C, 4-178-29E
1650 FNL & 1650° FEL, Unit G, 5-178-29E

3. The Division originally sought plugging and abandonment of all the wells
listed in paragraph 2. The Division now seeks plugging and abandomment of the Cave
Pool Umt Wells No. 3, 14, 16, 32 and 53 only, as the remaining wells have now been
brought into compliance with the rules and regulations of the Division. The Division
seeks forfeiture of the relevant financial assurance of Marks and Gamner in the event
Marks and Garner fails to plug ard abandon these five weils.

4. The Division also seeks assessment of civil penalties for false production

reporting for false production repons submitted by Marks and Garner on seventeen (17)

wells: the Cave Pool UnitWélls No. 1,3, 12, 14, 16, 17, 19, 22, 30, 32, 4} and 53, the

Red Twelve Levers Federal

11s No. 8Q ang 12, the Red State Well No. 4, the State No.
2 and the Theos State No. 1. During the Division proceedings, the Division requested a

penalty in the amount of $1,000 per mouth far each well that was reported falsely.
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5. The Duvision no longer segks any reh‘ef with respect to the Cave Peol Unit No.
531, from which no praduction was reported. aml the Red Twelve State No. 4, which is
apparently an injection well,

6. The Division appeared through its counse! and presented evidence Marks and
Garner appeared through its counsed and presented evidence

7. During the hearing, the parties stipulaied that the record of the Division in this
matter shiould also be considered. Therefore, administrative notice is tiken of the record

7 of proceedings before the Division, including the transcript of ’ b\)h; hearmg
of January 10, 2002, the exhibits submitted during that hearing, and th8'$apers ande
~e=prwecedings of the Division. tn tWis Yt “W

\

8. The Division's filing in this matter criginates from 4 project of the O!l o .
Conservation Divisicn referred to as the "Inactive Well Project.” This 13\'0}&4.( SCeks to u, a?
identify wells that have not produced for twa years or mareg TH¢ operator is notified of
the discrepancy by letter and is requested to bmr, 2 ths we)l nio compliance mth the Cghf:f

ruies and regulations of the Division.
A oL
9. Marks and Garner received a letter in connection with the Inactive Well #‘Lu
Project in September 2000, The letter identified the wells that aye the subject of this
— hearingwesemetirs 1nd informed Marks and Gamer of 11s obligarion to submit a plan to

correct the situation within thirty days. j '
10. Immediately following receipt of the letter referred 1o in the previous %

paragraph, Marks and Gamner began reporung production from 16 wells, each of which
had not reported production since ap Jeast 1997, The wells which suddenly commenced
production in September 2000 are the Cave Pool Unit Wells No. 1, 3, 12, 14, 16, 17, 19,
22,30, 32, 43, 53, the Red Twelve Levers Federal No. 8Q and 12, the Red Twelve State W
No. 6 and the Theos State No. 1. Another well, the State No. 2, reported production

during 1997 and 1998, bu: ceased producton’ Imm 1998 until Seprember, 2000, when it

too began reporting production.

11. The amounts of produciion reported were always very small, often as littie as
one barrel of crude oif per month, The greatast reported amounrt of monthly production
from any well was |8 barrels. Marks and Garner reported these small amounts of
production each month from Saptember 2000 through August 2001,
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12. Division inspectors visitad the welis On numerous occasions in the vear 2000
and 2001. In most cases, inspections disclosed that the wells in question were mcapable
of production.

13. For example, Division withesses tostified that during an inspection on
January 30, 2001 the Cave Poo! Unit No. 1 was not capable of production; no motor was
present on the pump jack and there was no production tubing in the well.

14. Division inspections of the Cave Pool Unit No. 3 revealed that the wellhead
had a piece of tubing sticking out of it, no pumping unit was present, and the well was not
capable of production. The inspection also disclosed a large mesquite bush growing on
the side of the wellhead. The condition of the well was unchanged during inspections on
January 30, 2001 and Junc 15, 2001, |

LS. Similarly, an inspector found the Cave Pool Unit No. 12 incapable of
production because there was no elactrical connection to the motor. The same conditicn
existed at the well during mspections of January 30, 2001 and June 15, 2001.

16. A Division inspector visited the Cave Pool Unit No. 14 on January 30, 2001,
February 13, 2001 and Oclober 16, 2001 and on each occasion observed the well was
incapable of production. The well had a wellliead, a piece of 2 7/8 tubing and a 2-inch
ball valve, but it had no flow lines, no pump jack and no platform for a pumping umt.

17. A Division inspector visited the Cave Pocl Unit No. 16 on Januery 30, 2001,
June 12, 2001 and October 16, 2001. The inspector observed that the casing hcad was
buried in the groand, with 2 7/8 inch tubing st_‘icking out of the ground, and & 2-inch ball
valve. The well had no flow lines or production &g uipmem and electrical hnes were not
hooked up. The inspector also observed that i'ohage wa wing around the wellhead,

and an electrical box and a plece of wood standing wher id have been disturbed by
any actmty On each occasion, the mspeutor found the well ' {he SanTecondMoH b
R ——

18. The Cave Pool Unit Nc}‘ 19 was ij1spcctf==d ort January 30, 2001 and June 12,
2001. On the Lu'at inspection, therg was a pumping unit at the well butl&no motor to

Q When the well was inspected in June, 2001 the pumping unit had been
M removed and a WAS left was a rod sticking up out of the hole.

19. The Cave Pool Unit No. 30 was inspected on January 30, February 13, and
June 15, 2001. Dunng each inspection, the well had a pumping unit but lacked a motor
and the inspector observed that the well therefore was not capable of production.

\
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20. The Cave Pool Urit No. 32 was ingpected on January 30 and October 16,
2001. That well also had foliage and large boards within proximity of the well head.
The weli was not capable of production, and the site was unchanged between inspections.

21. A Division inspector olvf,ewed that no road exisied in or out of the Cave Poal
LUnit No. 33 during inspections between January 2001 and July of 2001. The well had no
flow line and was incapable of production on borh occasions.

12, The Cave Poo! Unit No, 41 was inspecied on February 12, 2001, Ocwober L6,
2001 and December 3, 2001, On those occasions, the inspector observed that the well
had only "a piece of casing" extending above the surface of the ground and that the well
had no casing head, no flow lines and no pumping unit. The well was unchanged in the
first two inspections. During the third mspecmm the operator was attempnng to
temporanly abandon the well,

23. Thz Cave Pool Unit No. 51 was inspected on January 31, March 6 and
November 16, 2001. It was incapable of prodpction during each visit, and the inspector ‘ /
noted tubing coming out of the well head, but no flow lines or pumping unit were prescnt. /

I October 16 and Novernber 16, 200]. The well was incapable of production during cach
By wenYiSHL, and the inspector observed a piece of casing sticking out of the ground with 4 bell
) nipplépa 2-inch ball valve, and no flow lincs or pumping wmt were present.

24. An mspector visited the Cave Poo) Unit No. 33 on Japuary 31, March 6, § /

—

16 and November 30, 2001. The mapectm abserved that the well was incapable of
production; it had only a picce of casing sticking out of the ground with a bell nipple in
the top with a small 2-inch gate valve and a mpple and lacked flow lines and a pumping
unit,

25. The Red Twelve Levers Federal No. § was inspected on J anuary 31, October > |5 ,}w'g

26. The Red Twelve Levers Federal No. 12 was inspected on January 31 and
October 16, 2001. The inspector observed that the well was incapable of production,; it
had only a psece of casing sticking out of the ground with g bell nipplz and a 2-inch
valve, but lacked flow lines and a pumping unit.

[LverS

27. Aniaspector visited the Red Twelve State No. 6 on January 31, June 17,
October 16 and twice in November 2001, TheAwell was incapable of production on
those cccasions. The inspectormated its condition was unchaaged on each occasion and
the well had a weil hzad and ¢ h pipe with a ball valve, but no flow lines and nc
pumping unit. ‘
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28. The Siatc No. 2 was inspected on January 30 and Junc 15, 2001, The
inspector noted its condition was unchanged on cach occasion and while the well was
theoretically capable of production, it had no pumping unit and no motor.

29. The Theos State No. 1 was inspected on January 30, 2001, The mspector
found that the well was incapable of production on each visit; it had no reds in the hole,
and no motor on the pumping unit.

30. Finally, inspections revealed that two weils from whlch production was
veported, the Cave Pool Unit No. 17:and the Cave Pool Unit No. 22, arc in fact plugged
and abandoned and not capable of production by any means.

31. Marks and Gamer's witnesses contended during the hearing that production
had becn reported accurately. Marks and Gamcr claimed that the wells had been
produced using portable production equipment or through an unconventional means
called "swabbing." :

32, Marks and Garner's witnesses contended that a portable pump jack was used
to produce wells that had rods and 2 pump. The oil was produced into a portable tanks or
through a flow line to a central tank battery. Marks and Garner's witnesses contended
that it would install motors on a temporary basis to produce wells that had a pump jack,
rods and a pump but lacked a motoy. The crude oil was produced into a portable tank or
through a flow line to a central tank battery. Marks and Gamer withesses testifiad that
other wells would be produced using a casing/'swab. The witnesses testified that this
production technique involved bringing a rig to the well, removing the well head and
swabbing the casing with a tool. The fluids recovered by this method were placed into a
portable tank and transported ‘o the central tank battery. When swabbing was complete,
the well head would be replaced.

33, Marks and Gamer testified at length to its conversations with employess in
the Division's Artesia Office concerning the proposed operation.  After receiving the
Division's letter in September of 2000, Marks and Gamer testified that it submitied a
form C-103 on each well, proposing to produce many of the wells by casing swabbing,
After the submissions were rejected by the District Office, several conversations with
employecs of the Artesia office ensued, and Marks and Garer believed that the upshot of
those conversations was that they could swabwells so long as they submitted C-103s
and wrote on the form that the swabbing was for the purpose of "testing and evaluating”
the wells. The amended submissions that described operations in this manner were never
approved by the District Office.. Marks and Gamer took this inaction as approval of the
proposed operation.
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34. 10 is very evident that the wells operated by Marks and Garrer described
ahove are not capable of production in the conventional sense. Many wells have no
production equipmem at all. Most lack flow lines to carry the product to the ceatral tank
batiery. Many wells lack a down hole pump or rods. Some wells cven lack production
tubing. Those wells that have rods sometimes lack a pump jack o operate the pucip.
Those wells with a pump jack lack a motor or are not connected 1o an electrical supply.

35. Nor is Marks and Garner's contentjon that the wells were produced eithier
with portable prodpciion equipment or by swahbing supported by the evidence. It is thus
evident that Marks\and Gamer submitted mlsc productmn reporis as alleged by the
Division.

36. Many reasons for this finding exist. Fuirsi, there is the coincidence of

production from wells that had been inactive since at least 1997 with receipt of a letier of
the Tnactive Well Project imposing a thiny-day deadline to submit a plan to bring the
wells into compliance. Then, there is reported production frow: two wells that had been
plugged and abandoned. A plugged well cannot produce crude oil or natural gds even

arough the unorthodox methods described by Marks and Gamer. Reporting such
production suggests that Marks and Garner didn't know the wells were plugged and
abandoned and supports the Division's theory that the producuon ports were filed to
relieve Marks and Gamer of the obligation to servn,e the we1 ring thent back into _N__M..ﬂ
complhance with rules and regulatio Ez %5 p&l«%ﬁﬁabmdun Thpm Then
there is the reporting of de mmzmu;,%uuts of md cti d the fact in §Several cases
that amounts reported are the same;hﬁ mcmsswe months. There is the extremely poor é&fq" )
condition of the wells und well sites, evident fmm the testimony and the photographs.

37. Next, there is the maner of the Red Twelve Levers Well No. 12. A Marks Q‘\
and Gamer witness testified that the No. 12 had been recently perforated and that once
perforated, it produced natural gas. A photograph was shown to venify this fact. The
well file on this particular well indicates that the well was periorated on September 12,
2000 (administrative notice is taken of the well file). However, Marks and Gamer
persistently submitted production report heginning in September 2000 (the month it was

——  perforated and first produced gas) and! Vﬁm'iust 2001 stating that the well
produced "o1l" and "water." However the well, in the words of the witness, was "not
hooked up 1o a gas-flow line at this pomt ..." No explanation was provided why a gas
well was reported as producing oil and water and how the production was even obtained.
Since being drilled in 1984, Division records show the Red Twelve Levers Well No. 12
had never produced anything {and could not, since il was not perforated).

38. Then there is Marks and Gamer's contention that some wells were produced
by swabbing, This contention is not plausible given the physical evidence, Removal of
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a well head to facilitate swabbing involves use of a Jarge ng, which would have to be
driven to the site and mounted over the well haad. The well head 1s removed with
wrenches or a chain tool. Then the well is swabbed into a portable tank or existing flow
lines, the well head is remounted and the operation proceeds to the next well.

39. No sign of any <emeeof this activity was observed by Division inspectors.
Indeed, inspectors testified to the presence of mesquite bushes near several well heads,
and the bushes can be clearly seen in the photos. Several wells had boards or other
objects that would have restricted access to the well head. No signs of the movement of a
larg r supporting vchicles was obgerved by Division inspectors, who had
difficully driving to some of the wells. Similarly absent was any sign that any well heads
had been removed (scratches, marks, gouges) and no such evidence can be ohserved in
the photographs. Indeed, some of the weli heads appear to be severcly rusted.  Many
sites lacked any evidence of the "dead men" ngeded to secure a rig during the operation,
and several of the sites lacked any discernable roads. Marks and Gamer's description of
their swabb'ng activity during the time period in question simply cannot be squared w uh

this evidence.' : ‘

40, Finally, there is the matter of the log book \Marks and Garncr presented the
largely illegible book to the Commission B after the hearing in this matter was
concluded. One Marks and Gamer employee referred to the log book during his
testimony, yet the log book was not produced during the hearing, and the witness was not
examined concerning its preparation.

41. Bven assuming the document is admissible under these circumstances (the
Division has objected to its admission), its contents do not support Marks and Gamer's
contentions. For one, the log begins on September 1, 2000 and concludes on December
21, 2000, only a fraction of the relevant periogd at issue here. The log book contains no
mfcrcuces concemmg four of the seventeen wells that are the subject ot this proceeding:
v 1 No. 8Q, the Red Twelve Levers No. 12, the Red Twelve
Levers State No. 6 and the Thaos Statey A great deal of the reported production detailed
in the log cannot be correlated with thé'production reports submitted by Marks and
Garner. The Division's obscrvation concerning the uniform writing style and the obvious
alterations are also well taken, and it seems reasonabie to conclude that, at a minimum,
the log book was either altered 10 correlate with production reporting or may even have
been reconstrucied from other documents. In any event, it 1s not the highly

! It shouid also be noted that approval 1o produce the wells by swabbing had not been granted by
the Division's Artesia office, It is not reasonable, as Marks and Garner westified 1t did, 10 trear the
silence of the Distrnict Office on its applications 4s "approval” of the cperation,
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comprehensive document that this bmdy was !ed to belicve it was, and certainly does not
corroborate Marks and Garner's cor ennons ht thls matter,

42, Rule 1115 {19 NMAC 5 M.11 15] of the Rules and Regulations of the Oil
Conservation Division requires each operator Qf a crude oil or natural gas weil in the
Srate of New Mexico to report each, month the ‘actual production from each well

43. The Oil and Gas Act, NMSA 1973 Section 70-2-31{BX2}a), mukes it
unlawfu} for any person to knowmgky and willfully, for the purpose of evading or
violating the Oil or Gas Act or any mle regulanon or order of the Division or the
Commission 10

i E

make any false cm:r’} or :.zatemem in & report required by the Oil and Gas
Act INMSA 1978 S:cmons 70-2-1 through 70-2-38, as amendcd] or by
any rule, regulation or order of the cominission o division igsues pursuant

to that act].]” f :
8 , | Sic T

44. The Onl and Gas Act, NMSA Section 70-2-3L(A), provides for a civil penalty
up t0 $1,000 per violation for kneQingly or willfully violating any provision of the Ol
and Gas Act or regulations of the Qil Conssnf‘micm Division:
| ‘
Any person who l\npwmuly .uui willfully violates any provision of the Qil
and (as Act or any provision qf any rule or order issned pursuant to that
act shall be subject fo a civil pgnaity of not more than one thousand dollars
($1,000) for each viplation. |

45. The evidence dcscribei above delﬁnanstrates that Marks and Gamner fajsely
reporied production from fourteen 14) wells that were not capable of production for each
of twelve (12) consecutive months/during theiperiod from September, 2000 through
August, 2001. The evidence described above demonstrates that Marks and Gamer falsely
reported production of oil and water from oné (1) well that had been completed as a gas

—  well but fibt capable of productioniof gas, watcr or o1l duning the period from September
2000 ough August 2001, and fajsely reported produmm from two {27 wells that had
previously been plugged and abangloned for ﬁdch of nine (9) consecutive months during
the period from September, 2000 t'proug_,h May 2001,

36, Marks and Garner’s fafl produuuan reports were knowingly and wilifully
made and made for the purpose m“ evading the Oil and Gas Act and rules and regu!anona
of the Commission and/or Division in that the operator either intentionally filed false
production reports knowing that t!}e reporied preduction did not occur, or the opcrator

i :

J ;
{

]

1
{

|
i
|
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filed reports concerming matters ir had a duty 1o report truthfully to the division,
knomnﬂ that it had no know]edgc whethﬁr such reports were true dr false.

. 5(¢ / 000 s}
47. A civil penalty fo axseipmducnm reporting should belgssessed in the 178 - 32 (‘(0 5
amount of two hundred dolars (S200) for each false report submitted) This equates to a 32¢

tolal cml pcnalty in the amount o ~$‘39“SUO( 15 wells falsely reparted on 12 monthly W

S s

48, Finally, five (5) wells, t{emg the Cave Pool Unit Wells No. 3, 14, 16, 32 and
53, have not produced hydrocarbong and have been inactive for a period in excess of one
year, and no permit for temporary abandonmemt has been requested by Marks and Garner
or approved by the Division. The crxrrent condition of these wells is such that if action is
not taken to properly plug and abanglon these wells, waste may occur and correlative
rights may be violated, and the public health and safety and fresh water may be
endangered. Marks and Garner have agreed to plug these wells in accordance with a
Division-approved plugging program, and réc¢ived approval of the Division for plugging
and abandonment. There being no tlispute concerning the plugging and abandonment of
these five (5) wells, they should bejplugged and abandoned forthwith,

IT IS THEREFORE ORDERED THAT:

1. A civil penalty is hereby assessed against Marks and Garner Production Ltd.
Co. in the amount of $39,600. Tha civil penalty assessed herein shall be paid within
thirty (30) days of receipt of this ofder by centified or cashier's check made payable to the
order of the New Mexico Oil Consgrvation Division and mailed or delivered to the New
Mexico Oil Conservation Divisiony Attention: Loti Wrotenbery, Director, 1220 South St.
Francis Drive, Santa Fe, New Mexjco, 87505,

. Marks and Gamer P*odéutian Lid. Co. is hereby ordered to plug and abandon
the followmg five (5) wells located in Eddy County, New Mexico forthwith in
accordance with a plugging procedure approved by the sapervisor of the Division’s
Artesia District Office:

(@)  Cave Pool Unit Well No. 3 (API No. 30-015-02892), located 985
feet from the North ling and 987 feet from the East line (Unit A) of
Section 4, ’i‘%ownship 17 South, Range 29 East

(b) Cave Pooi Unlt Well ?'s.o 14 (API No. 30-015-02881), located
1980 feet from the North and East lines (Unit G) of Section 4,
Township 117 South, Range 29 East;
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(©) Cave Pool bml Well }\o 16 (API No. 30-015-02875), located
1973 feet trom the Nortt line and 330 [cet from the West line
{Unit E) of Sgetion 3, Township 17 South, Range 29 East;
! :
(@)  Cave Pool qu:it Weli Na. 32 (API No. 30-015-02927), located 660
feet from the North and East lines (Unit A} of Section 9, Township
17 South, Rapge 29 East; and

(e)  Cave Pool Unit Well Nq. 53 (AP1 No. 30-015-02912), located
1650 feet from the North Line and 330 feet from the East line (Unit
H) of Seclion 7,1 cwnship 17 South, Range 29 East.

3. Prior to commencing plu;pgmg operptmns on the above-described wells, the
operator shall notify the Artesia Digtrict Officé of the date and time this work is to
comrnence, so that the Division may witness the work.

4. Should Marks and Lramt:'r Pmducnqm Ltd. Co. OW lN
carrv out the provisions of Orderinér, Pamgraphq 2 and 3 by 3 WC/
Division is authorized to take such petion as wiay be necessary to cause such wells to be Zw?
properly plugged and abandoned. Funher the Division is authorized to take such action 6 )
as may be necessary to forfeit the §50,000 blanket plugging bond (United States Fidelity
and Guaranty Company Bond No. 01-0130- 520-77) and to recover frorm the operator any
costs in excess of the amount of the bond incurred by the Division in effecting the
plugging and abandonment of these wells.

5. Junadiction of this case gs reramed lor the crutry of such further orders as the
Commission may deem mcessary

DONE at Santa Fe, New Mexico, pn the day fémd year hereinabove designated.
STATE OF NEW MEXICO
{ DIL CONSERVATION COMMISSION

L.ORI WROTENBERY, CHAIR

JAMI BAILEY, MEMBER
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ROBERT I.LEE, MEMBER

SEAL




