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STATE OF NEW MEXICO
ENERGY ‘MINERALS AND NATURAL RESOURCES DEPARTMENT
“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. 14055 (De Novo)
" OIL CONSERVATION DIVISION, THROUGH ORDER NO. R-12913-A
THE ENEORCEMENT AND COMPLIANCE
: MANAGER,FOR A COMPLIANCE ORDER: -, e
AGAINSTC & D'MANAGEMENT COMPANY
D/B/A FREEDOM VENTURES COMPANY,
FINDING THAT THE OPERATOR KNOWINGLY
AND WILLFULLY VIOLATED 19.15.4.201 NMAC;
ASSESSING PENALTIES; REQUIRING OPERATOR TO
BRING SAID WELLS INTO COMPLIANCE WITH
19.15.13.1115 NMAC AND 19.15.4.20] NMACBY A
DATE CERTAIN; AND IN THE EVENT OF NON-
COMPLIANCE, DECLARING THE WELLS ABANDONED
AND AUTHORIZING THE DIVISION TO PLUG THE
WELLS AND.FORFEIT THE APPLICABLE FINANCIAL
ASSURANCE, EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

THIS MATTER havmg come before the Ncw MCXICO 0il Conscrvanon Commission
(Commission) on July 30, 2008 at Santa Fe, New Mexico, on the application of the New
Mexico Oil Conservation Division (Division), through its enforcement and compliance
manager, for a compliance order against. C & D Management Company D/B/A Freedom
Ventures Company (C & D Management Company), OGRID No. 231382, finding that the
operator knowingly and willfully violated 19.15.4.201 NMAC; assessing penalties; requiring
the operator to bring its wells into compliance with 19.15.13.1115 NMAC and 19.15.4.201
NMAC, and in the event of non-compliance, declaring the wells abandoned and authorizing
the Division to"plug the wells and forfeit the applicable financial assurance, and the
Commnssnon, havmg carefully considered the evidence dnd other matenals the parties

3 submltted now on thls I4th day, of August 2008, ,
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:1 e lDue public notice has been given,: and lhe Comnmssnon has Junsdlcnon o’f this

case and 1ts subject matter,

The Dwus:on ﬁled this applwanon scckmg an order pursuant to NMSA 1978,
propcrly plug and abandon its . wells, or 0 thcrw:se bnng then'{mihto compllance with
19.15.4.201 NMAC! by a date certain. The: D1v1s1on dlso seeks an. ordcr directing C & D
Mana;,e.ment Company to file production reports Onits wells for the months of January 2008
through May 2008. - The D1v1s10n further seeks, dssessment of civil; penaltles by.reason of C

......

-& ‘D Management, Company,’s. fallurc to brmg its wu.lls;mto comph'mce -with-19.15.4.201

NMAC and failure to file produotnon reports. aS'lCQUITCd by 19.15.13.1115 NMAC In event

of C&D Mdnagcment Combpany’s failure to bring iis wells into complnnce 'the Division’

seeks authorization to plug the wells;and, forfeit,C & D.} :Management; Company S, apphcable
financialassurance.,, v, .. ‘

gy i ey s [T R
s o b et ot Bled wnsal o

3 o (, & D'ii\/la't']ﬁgér;lén‘t Cvmﬁ‘par'\;)vf, 'ab ac'tive. foreign Sorporatioh (SCC -No.
2521581) (incorporated in Wyoming),.is,the, opemtot of the tollowmg ml and, gas,we]ls in
bddy Count)’7 New MCXICO DA ot U oapey o Fudarpey T N

Name

Location

'Apl No,

Amoco No. 1

L-13-178-27E

30-015-24738

Hastie No. 16 M-18-178-28E 30-015-22371
Hastie No. 17 1.-18-17S-28E 30-015-22852
Hastie No. 18 N-18-175-28E 30-015-22848
‘Hastie No. 19 E-18-178-28E 30-015-23186
Hastie No. 20 D-18-17S8-28E 30-015-23516
Hastie No. 21 C-18-17S-28E 30-015-23821
Michael State No. 1 H-25-175-27E 30-015-24877
Muncy Federal No. 1 F-13-17S-27E 30-015-23803

Muncy Federal No. 2
Saunders No. 12
Schneider No. 1
Scott Federal No. 1 -
Shearn Becky Federa

1 No. 1

Shearn Freedom Federal No. 2
Sheam Samantha Federal No. 1

Shearn Shilo Federal

No. (

E-13-17S-27E
0-13-178-27E
1-24-17S-27E

P-12-178-27C
B-14-175-27E
A-14-1758-27E
G-14-173-27E
B-14-178-27E

30-015-25012
30-015-22348
30-015-22907
30-015-25437

. 30-015-34440

30-015-34454
30-015-31059
30-015-31061

. 4, .C & D Management Company became an operator of record on October 1,
2004.. Howcvcr the change of operator form was not filed until April 13, 2005. The
Division approved the change of operator on April 25, 2005. s

5. Thomas Kizer, the current president of C & D Management Company,
acquired the shares of C & D Management Company on February 21, 2007.
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6 On March 21; 12007; Chris Jeffiies signed an Agreed Order Directing

- Compliance and Assessing Civil Penalty on behalf of C & D Management Company.

7. Thomas Kizer testified that he reccived .a copy of the Agreed Order Directing
Compliance and-Assessing Civil Penalty in April 2007, from the Division. Thomas Kizer
stated that Chris Jeffries did not have authority to enter into the Agreed Order on behalf of C
& D Management Company, but acknowledged that he did not inform the Division that Chris
Jeffries did not have such authority.

8. As of January 22, 2008, the New Mexico Public Regulation Commission
website still showed Darla and Chris Jeffries as President and Vice President of C & D
Management Company.

9. Thomas Kizer testified that on April 16, 2008, the New Mexico Public
Regulation Commission approved the change of corporate officers from Darla Jeffries and
Chm Jeffries to Thomas Klzer

10. Paragrdph (1) of Subsection B of 19.15.4.201 NMAC requires that an opcrator
of a well properly plug and abandon the well or place the well in approved temporary
abandonment in accordance with Division rules within 90 days afier a 60 day period
following suspension of drilling operations.

11.  The following wells, that C & Management Company operates, arc not
capable ot producing oil or gas and have been inactive for a continuous period exceeding 60
days following suspension of drilling operations, triggering the requirements of Paragraph (1)

. of-Subsection.B of 19,15.4.201 NMAC, that the wellq be plugged and abcmdoned or plaued in

approvcd temporary abandonmem status:” B g

gk f B

Sheam Becky Federal No. 1 B-14-17S-27E 30-015-34440
Shearn Freedom Federal No. 2 A-14-178-27E 30-015-34454
Shearn Samantha Federal No. 1 G-14-178-27E 30-015-31059 .
Shearn Shilo Federal No. 1 B-14-17S8-27E 30-015-31061

12, Paragraph (3) of Subsection B of 19.15.4.201 NMAC requires that the
operator of a well that has beén continuously inactive for a period of one year and 90 days to
plug and abandon the well or place the well in Division-approved temporary abandonment
status.

13.  The following wells, that C & D Management Company operates, have not
produced for a period of more than one year plus 90 days and have not been properly
plugged: and abandoned or. placed in approved temporary abdndonment and are therefore not
in compliance with Subsection B of]‘) 15.4.201 NMAC.

Muncy Federal No. | F-13-178-27E 30-015-23803
Muncy Federal No. 2 v E-13-178-27E 30-015-25012
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Saunders No. 12 0-13-178-27E 30-015-22348
Schneider No. 1 J-24-17S-27E 30-015-22907
Scott Federal No. 1 P-12-178-27E . 30;01\5-%437_‘ .

14.  Inthe Agreed Order Directing Compliance and Assessing Civil Penalty, Chris

Jeffries on behalf of C & D Management agreed to properly plug and abandon or bring into.

production the following wells by September 20, 20607:

Shearn Becky Federal No. 1 B-14-17S-27E 30-015-34440 ‘
.Shearn Freedom Federal No. 2 A-14-17S-27E 130-015-34454 _ o
Shearn Samantha Federal No. 1 G-14-17S8-27E 30-015-31059 ’ '
Shearn Shilo Federal No. 1 B-14-178-27E 30-015-31061 .
Muncy Federal No. 2 E 13 178- 27E‘ . 30-015- 25012‘;‘ EERER

‘ lS. Rlchard Inge of the Dwxsmn s Artesm Olﬁce nonﬂed C& D Management )

Company by letter sent to C & D Management Company’s Albuquerque -address, 4801
Lange NE, Suite 110, on May 29, 2007 that the following wells were not in compliance with
19.15.4.201 NMAC and that corrective action was due by June 14, 2007:

. Muncy Federal No. 1 F-13-178-27E 30-015-23803
Muncy Federal No. 2 ' E-13-178-27E . 30-015-25012
Scott Federal No. | P-12-17S-27E 30-015-25437

16. Richard Inge of the -Division's Artesia Office also notified C & D
Management Company by letter sent to C & D M'magemenl Company’s. Albuquerque
address on June 4, 2007 that the following well was not in compliance with 19.15.4.201
NMAC and that corrective action was due by June 22, 2007:

Schneider No. 1 J-24-17S-27E © +30-015-22907 . . -

17.  C & D Management Company has not plugged and abandoned the wells listed
above in paragraphs 11 and 13 in accordance with 19.15.4.202 NMAC and has not placed
them in approved temporary abandonment status in accordance with 19.15.4.203 NMAC.,

18.  NMSA 1978, Scction 70-2-14, as amended, provides that if any of the
requirements of the Otl and Gas Act or the rules promulgated pursuant to the act have not
been complied with, the Division Dircctor may order that the operator plug and abandon the
well in accordance with Division rules, and if the operator fails to comply with the order,
authorize the Division to plug the well dnd dccree torfe1ture ol appllcable tmancxal
assurance. - N L

19. NMSA 1978, Section 70-2-12(B)(18) and ‘NMSA 1978, Section 70-2-38
authorize the Division to plug and abandon wells, and restore and remediate the location of
abandoned wells.
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: -20. - Subsection H of 19.15.3.101 NMAC authorizes the Division Director to order
fhe operator ‘of ‘wells“ that are not in compliance with 19.15.4201 NMAC to plug and
abandon the wells and to restore the locations. Tt also authorizes the Division Director to
forfeit thc opcrdtor s financial assurance upon the opcrator s failure to comply

21, NMSA 1978 Sccuon 70-2-6(B) provides that the Commlsslon shall have

" concurrent jurisdiction or authority with the Division to the extent necessary for' the

Commission to perform its duties.

22. All of C & D Management Company’s wells except for two - the Michael
State No. 1 and the Schneider No. 1 - are wells drilled on federal lands. Operators of federal
wells within New Mexico are not required to post financial assurance to secure the plugging
of the wells, Therefore, except for the Muncy Federal No. 1, C & D Management has not
posted financial assurance with the State of New Mexico to secure the pluggmg of the federal
wclls .

23 C & D Management Company has furnished financial assurance to’ thc

. Division 10 secure its obligation to properly plug and abandon the Schneider Well No. 1 and

the Muncy Federal Well No. 1 in the form of Letter of Credit No. 20355671, in the amount
ot $10,000, issued by First National Bank of Artesia.

24. C&D Mandgemcnt Company has poslcd a ‘W ,038 1rrev00dble lctter of credit
on the Michael State No. [.
" 25.  Bécause of C & D Management Company’s failure to properly plug and
abandon the wells listed in paragraph 11 above, C & D Management Company should be
ordered, to plug and abandon, the dry ho\es and to restore the well sites in accerdance with
19.15.4.202 NMAC.

26. Because of C & D Management Company’s failure to bring the wells listed in
paragraph 13 above into compliance with 19.15.4.201 NMAC, C & D Management
Company should be- ordered “to-properly plug and -abandon. the wells in accordance with
19.15.4.202 NMAC and with a ‘plugging procedure approved by the Division’s Artcsia
District Office, or otherwise bring them into compliance with 19.15.4.201 NMAC by placing
them in approved temporary abandonment status, 19.15.4.203 NMAC, or returning them to
production.

27.  NMSA 1978, Section 70-2-12 gives the Division the authority to collect data,
and to provide for the keeping of records and the making of reports and for the checking of
the accuracy of the records and reports.

28, 19.15.13.1115 NMAC requires operators to file a monthly report, form C-115,
for cach non-plugged well completion for which:the Division hds approved a C:104
autherization to" transport, and for each secondary or other cnhanced recovery project or
pressure maintenance project injection well or other injection well, setting forth complete
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information and data indicated on the form in the order, format, and's{yle th_at”the Director
prescribes.

29. The Agreed Order Directing Compliance and Assessing Civil Penalty, of
which Thomas Kizer testified that he had received a copy clearly states on page 5 the
requirement that operators must file a monthly report, C-115, for each non-plugged well
completion for which the Division has approved a C-104 authorization. In addition, it states
on page 2 that C & D Management Company failed to file C-115s from October 2004
through March 2006.

30.  As of July 30, 2008, C.& D Management Company. had failed to réport
production on its wells for the months of January 2008 through May 2008 as required by
Subsection A of 19.15.13.1115 NMAC.

3). In addition, C & D Management Company failed to timely report prvodtj‘(':'tion- :
on its wells for the period from April 2006 through December 2007 as required by
Subsection B of 19.15.13.1115 NMAC, which requires that

“The operator shall file the reports required to be filed by 19.15.13.1115 NMAC
using the division’s web-based online application on or before the 15th day of the

_second-month following the month of producuon or if such day fallson a weekend or
holiday, the first workday following the 15th.”

C & D Management did not file reports for April and May 2006 until June 6, 2008-and did
not file reports for June 2006 through December 2007 untnl June 17 2008 S

32.  The Division notified C & D Management that it had not ﬁled the requtrcd
form C-115s on several occasions. For cxample, the Division sent notice to C & D
Management Company at its Albuquerque address, 4801 Lange NE, Suite 110, on February
11, 2008 that its C-115 for October 2007 had not been filed; on March 13, 2008 that its C-
115s for November 2007 and December 2007 had not been filed, and on July 1, 2008 that its
C-115s for February 2008 and March 2008 had not been filed.

33. NMSA 1978, Section 70-2-31(A) provides that 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 for each violation, and-that, in the case of a continuinig violation, each day
of violation shall constitute a separate violation.

34. The evidence in this case demonstrates that C & D" Management Company’s -
failure to plug the dry holes listed in paragraph 11, failure to bring the wells listed in
paragraphs 15 and 16 into compliance with 19.15.4.201 NMAC, and failure to timely file
production reports were knowing and willful violations of the applicable Division rules.
Therefore, civil penalties should be assessed against C & D Management Company.
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IT IS THEREFORE ORDERED that.
1. C & D Management Company shall properly plug and abandon each of the

dry holes listed below in accordance with 19.15.4.202 NMAC and with a plugging procedure
approved by the Division’s Artesia District Office, on or before September 14, 2008.

- ' ..,.Sheam Becky Federal No 1 e B-‘1»4-17‘S-2-7E:‘. 30-015-34440
*y Shearn Freedom Federal No.2 = A-14-178-27E 30-015-34454
Shearn Samantha Federal No. 1 G-14-17S-27E 30-015-31059
Shearn Shilo Federal No. 1 B-14-17S-27E 30-015-3106t1

"'2. . C & D Management Company shall‘properly plug dI‘ld abandon the wdls

listed below in accordance with 19.15.4.202 NMAC and with a plugging procedure approved
by, the Division’s Artesia District Office, or shall otherwise bring each such well into
compliance with 19.15.4.201 NMAC by placing them in approved temporary abandonment
status pursuant to 19.15.4.203 NMAC or returning them to production, on or before
September 14, 2008. No well shall be deemed in compliance with 19.15.4.201 NMAC or
this Order until C & D Management Company shall have filed true and accurate production
reports, form C-1135, with the Division with respect to such well for all months for which
such reports are due.

o
‘Muncy Federal No: 17 - F-13-178-27E _430-0145-218&%3
Muncy Federal Noi 2 E-13-178-27E 30-015-25012
Saunders No. 12 0-13-17S-27E 30-015-22348
Schneider No. 1 J-24-178-27E 30-015-22907

Scott Federal No. 1 P-12-178-27E 30-015-25437

3. C & D Management Company shall comply with 19.15.13.1115 NMAC and
file true and accurate reports electronically on form C-115 for all of its wells, for all months
from January 2008 through and including May 2008. C & D Management Company shall

fle the reports no later thdn September 14, 2008

i the event thar C & D Management Company fails'to comply with Ordering
Paragraphs 1 through 3 within the times prov1ded the Division may proceed to plug and
abandon any or all of C & D Management Company’s wells, and to restore the well sites, and
any appllcqble financial assurance shall be forfeiled to the Division. If the Division incurs
costs in plugging the wells or restoring the well sites exceedmg the'amount recoverable from
applicable financial assurance, the Division may bring suit to recover the excess costs
incurred from C & D Management Company.

5. A civil penalty is assessed against C & D Management Company in the
amount of $16,000 because of its knowing and willful failure to timely report production of
its:wells from February 2007 through May 2008 as required by 19.15.13.1115 NMAC. C &
D Manageiient Company shall pay the $16,000 civil penalty on or before 5:00 p.m. on
September (5, 2008,
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6. A civil penalty of $5000 is asscssed against C & D Management Company for its
knowing and willful failure to return the wells listed below to compliance with 19.15.4.201
NMAC. If C & D Management Company properly plugs and abandons the wells listed
below in accordance with 19.15.4.202 NMAC and with a plugging procedure approved by
the Division’s Artesia District. Office, or otherwise brings each well listed “below “into
compliance with 19.15.4.20) NMAC by placing the wells in approved temperary
abandonment status or returning them to production on or before September 14, 2008 the
$5000 penalty will be abated. If C & D Management Company, however, fails {0 properly
plug and abandon the wells.or. otherwise bring them sinto compliance -with 19.15.4:201
NMAC on or before Seplember 14, 2008, it shall pay the cival pcnalty of $5000 no latel than
5:00 p.m. on September 15,-2008.

-14-178-27E

Shearn Becky Federal No. 1 B-1 30-015-34440
Shearn Freedom Federal No. 2 A-14-178-27E 30-015-34454
Shearn Samantha Federal No. | G-14-17S-27E 30-015-31059
Shearn Shilo Federa) No. 1 B-14-178-27E 30-015-31061
Muncy Federal No. 2 B-13-17S-27E 30-015-25012

7. C & D Management Company shall pay the penalties provided in Ordering
Paragraphs 5-and 6 by delivery of certified check or cashlcr S check to lhe Division’s Santa

Fe Office.

8. Jurisdiction of this case is retained for the entry of sudl further orders as the

Commission may deem necessary.

1>~'

4

DONE at Santa Fe, New Mexico on the 14th of August 2008.

STATE OF NEW MEXICO
OIL CONSERVATION COMM[SSION

Z%Zp\

< FESMIRE, CHAIR

3

g

%&mw; EMBER# o

WILLIAM OLSON, MEMBER

SEAL




