) STATE OF NEW MEXICO
SPENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION
NMOCD - ACO-2T T
IN THE MATTER OF EOR OPERATING COMPANY,

Respondent. B

AGREED COMPLIANCE ORDER <"

R

Pursuant 1o the New Mexico Oil and Gas Act, NMSA 1978, Sections 70-2~l.~,‘f.'-'./,,
through 70-2-38, us amended ("Act”) and OCD Rule 19.15.5.10(E) NMAC, the Director™=
of the Ol Conservauon Division ("OCD") and EOR Operating Company ("EQR™ ox_
“Operator”™) enter into this Agreed Compliance Order (“Order™ or “ACO™) underShich
Operator agices to bring the wells identified herein into comphiance with the Act and
OCD Rule 1915 238 NMAC us provided by the terms and conditions of this Order, and
understands that the OCD may decide not to enter into any further agreed compliance
orders with Operator if Operator fails to meet the schedule set out in this Order

FINDINGS

I, 'he OCD s the state division charged with administrution and enlorcement of the
Act, and rules and arders adopted pursuant to the Act

2, Opurator is ¢ corporation operating wells in New Mexico under OGRID 237420,
3 Operator’s business plans in the next six months include
g Recompleting horizontally the following wells:

e Milnesand Unit #123 (AP[ #30-041-00030)
o Milnesand Unic #1411 (APL#30-041-00050)
e Milnesand Unit #5321 (API #30-041-20466)
e Milnesand Unit #522 (AP £30-041-20647)
o Milnesand Unit #524 (AP[ #30-041-20649)
@ Plus two additional wells that have yet to be determined.

b Converting the U D Sawyver #0301 (founcrly named “Crossroads Siluro
Devoman Unit #1017) (AP #30-023-03629) from a producer to an
mnjector,

¢. Converting the Milnesand Unit #0538 (API #30-041-00235) from an
injector o a producer.

ACO
LOR Operating Company OGRID 257420

Page L ofo

JN g 2018



4

0.

9

ACO

d. Converting the following wells from producers to injectors:

o Milnesand Unit #523 (AP1#30-041-20648)
e Milnesand Unit #525 (AP1 #30-041-20650)
e Milnesand Unit #603 (AP #30-04]-20894)

Operator would like to obtain permits to yject for its injectors and would like to
obtain allowables for s producers.  Operator represents to the OCD that this
would allow Operator 1o 1aise more cash which in turn would allow it to bring
more wells into compliance.

[ an operator is out of compliance with 19.15.5 9 NMAC, the OCD must denv
applications  for permits to inject, 19.15.26.8A4 NMAC, and must _deny
applications tor allowables, 19.15.16.20A NMAC

Operator 1s curtently out of compliance with 19.15.5 9.A(4) NMAC because it
has too muny wells out of compliance with 19.15.25 8 NMAC (the inactive well
rule) that are not subject o an agreed compliance order sctting a schedule for
bringing the wells into compliance with the inactive well rule and imposing
sanctions if the schedule 1s not met Sce 19.15 5 9(A)(4) NMAC.

As an operator of 89 wells, to be in compliance with 19.15.5.9.A(4) NMAC,
Operator may have no more than 2 wells out of compliance with the inactive well
rule.  According to the inactive well list kept pursuant to 19 15 5.9(F) NMAC,
Operator has 25 wells out of compliance with the inactive well rule.

Operator s the operator of the wells in Extubit “A”" Seven of the oldest mactive
wells identified in Exhibit “A” have been inactive since 1992 (1992-wells).

The OCD would like Operator to focus on restoring the 1992-wells to od or gas
production, injection or other QCD-approved beneficial use, or plug them, rather
than continuing to remain idle

Opu"uox represents that 1t can bring 4 of the 1992-wells into compliance with

19.15.25 8 NMAC, and that it wants to plug the wells. However, Operator wants
to sce how well the horizontal recompletions go with some of its other wells
before commutiing to the remaining 1992-wells since these wells might be good
producers.

In exchange to bringing the remaining 1992-wells into compliance immediately,
Operator represents that it can bring 3 additional wells identified in Exhibit “A”
into compliance with 19.15.25.8 NMAC, in_addition to the 4 1992-wells it plans
to plug. This would result in Operator bringing a total of 7 wells into comphance
under this Order.

EOR Operaung Company OGRID 257420
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CONCLUSIONS

The OCD has junsdiction over the parties and subject matter in this proceeding,

The wells identified in Exhibit “A™ are out of compliance with OCD Rule
191525 8 NMAC,

As opcrator ol the wells identified in Exhibit “A” Operator 15 responsible for
bringing those wells into compliance with OCD Rule 19.15.25.8 NMAC

The OCD and Operator enter into this Order so that Operator may obtain injection
permits and allowables for its wells, in exchange for Operator bringing 7 of the
wells identificd in Exhibit “*A” into comphance with 19.15.25.8 NMAC in
accordance with the teoms of this Order

ORDER

Operator agtees o plug the wellbore of the (1) Milnesand Unit #124, (2)
Milnesand Unit #5101, (3) Milnesand Unit #514, and (4) Milnesand Unit #3517, in
accordance with OCD Rule 19.15.23.10(B) NMAC, and file a C-103 describing
the completed worlk, by November 30, 2012.

If Operator places the (1) Minesand Unit #124; (2) Milnesand Unit 7511, (3)
Milnesand Unit #514, or (4) Milnesand Unit #5317 in OCD-approved temporary
abandonment status, this will not be considered as mecting the terms of this
Order In order for Operator to meet the terms of this Order, the (1) Milnesand
Unit 7124, (2) Milnesand Unit #511, (3) Milnesand Unit #5314, and (4) Milnesand
Unit #5107 must be plugoed.

Operator agrees to bring 3 additional wells identified in Exhibit “A” into
compliance with 19.15.25.8 NMAC by November 30, 2012 by

(a) restorng the well to oil or gas production or other OCD-approved
beneficial use and filing a C-115 documenting such production or use;

{(h) causing the wellbore to be plugged in accordance with OCD Rule
10.15.25 10(BY NMAC and filing a C-103 describing the completed
work, or

(c) placing the well on approved temporary abandonment status in accordance
with OCD Rule 1915 25 12 NMAC through 19 15 25.14 NMAC.

Swabbing 1s not “production” or “beneficial use™ for purposes of this Order.

Operator shall file a comphance report idenufying each well returned 10
compliance, stating the date 1t was retumed to compliance and describing how the
well was retumed o comphiance (restored 1o production or other approved
beneficial use if _applicable. plugged  wellbore, or approved temporary

EOR Operating Company QGRID 257420
Page 3 of 6



0.

=~

[>s]

[0

ACO

ahandonment stutus if applicible)  The wntten compliance report must be mailed
or e-mailed to the OCDY’s Enforcement and Comphance Manager and to the OCD
attorney w charge of mactive well agreed comphance orders so that it is received
by the compliance deadline of November 30, 2012,

This Order shall be considered an “Inactive Well Agreed Compliance Order”
under 19 15.5 9(F)(1D(c) NMAC for the limited purpose of removing the wells
identified 1 Exhibit “A” from consideration in determining compliance with
19 15.5.9(A)4) NMAC for:

e Applications for injection permits for Operator’s injection wells:
o Requests for allowables for Operator's wells.

This Order shall not be considered an “Inactive Well Agreed Compliance Order”
under 19,135 5.9(T)(1)(c) NMAC for any other purpose, and the wells identified in
Exhibit “A™ shall not be removed from the inactive well list kept pursuant 10
1915 5 9(F) NMAC.

This Order shall expire November 30, 2012,

Operator may negotiate with the OCD for an agreed compliance order to take
effect when this Order expites. It will be within the OCD’s discretion whether to
enter into an agreed comphiance order with Operator. Factors in the OCD’s
determination shall include:

e Opcrator’s compliance with OCD financial assurance requirements;

s QOperator's compliance with the terms of this Agreed Comphance Order,
including whether Operator successfully returned the wells identified in
Ordering Paragraph #1 and Ordering Paragraph #3 to compliance by
November 30, 2012, filed the necessary paperwork to document that
compliance, and filed a timely comphance report,

o Whether Operator returned additional wells to comphance beyond those
required under the terms of this Order,

o Whether Operator prevented wells from falling out of compliance with the
imactive well rule during the time period covered by this Order; and

e Whether Operalor proposes an acceptable plan for returnimg its mactive
wells to compliance

Opcrator undaistands that 1if it fails to meet the terms of this Order it is unlikely
that the OCD will enter into further agreed compliance orders with Operator for

inactive wells

By signing this Order, Operator expressly:

LEOR Operating Company OGRID 257420
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(i) acknowledges the correctness of the Findings and Conclusions set forth in
thhs Order;

{b) agrees that by November 30, 2012, it will

[

plug the wellbore of the (1) Milnesand Unit #124, (2) Milncsand Unit
I, (3) Milnesand Unit #3514, and (4) Milnesand Unit #317 in

accordance with OCD Rule 1915 25.10(B) NMAC and file a C-103

describing the completed work;

e bring 3 additional wells identified in Exhibit “A”™ into compliance by
November 30, 2012 as defined by this Order;

o [ile the appropriate paperwork to document the compliance; and

o Submit a writien compliance report, and

) warves any right, pursuant to the Oil and Gas Act or otherwise, 1o an
appeal from this Order, or to @ hearing erther prior to or subsequent to the
entry of this Order.

12 The OCD reserves the right 1o file an application for hearing to obtam authority to
[=3 p o
plug any well adentificd in Exhibit “A” and forfeit the applicable financial
assurance i the well poses an immediate environmental threat

Donc at Santa Fe, New Mexico ths 7 dayv W 20
By %, M

allu,
Dmuox, Ol Consuvahon Division

ACCEPTANCE

EOR Operating Company hereby accepts the foregoing Order, and agrees to all of
the terms and provisions set forth in that Order

EOR Operating Company

By M %/4"5‘“
(Pleasc priv I‘?(m(:)./éy’\dy (7/1%4 e

Title:

Dae. 575/~
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Fxhibit A to Acreed Compliance Order for EOR Operating Company

API Number

Well Name

1) 30-041-00031
2) 30-041-00257
3) 30-041-00261
4) 30-041-10158

30-025-24188

6} 30-025-24144

7) 30-041-10104
8) 30-041-10119
9) 30-041-20756

) 30-041-10148

) 30-041-10149

) 30-041-00142

) 30-041-00087

14y 30-041-00253

) 30-041-00029
30-041-10044

) 30-041-00243

) 30-041-10056

19) 30-041-00083

) 30-041-00084

) 30-041-1018)

y 30-041-10059
30-041-10060

) 30-041-00262

MILNESAND UNIT #124
MILNESAND UNIT #511
MILNESAND UNIT #514
MITNESAND UNIT #5107

CROSSROADS SILURO DEVONIAN UNIT #202Y
CROSSROADS SILURO DEVONIAN UNIT #203

HORTON FEDERAL #004
HORTON FEDERAL #025
HORTON FEDERAL #032
MILNESAND UNIT £025
MILNESAND UNIT £026
MILNESAND UNIT £035
MILNESAND UNIT £#036
MIENESAND UNIT £056
MILNESAND UNIT #122
MILNESAND UNIT #134
MILNESAND UNIT #1064
MILNESAND UNIT £185
MILNLESAND UNIT #19]
MILNESAND UNIT #193
MILNESAND UNIT #202
MILNESAND UNIT #310
MILNESAND UNIT #311
MILNESAND UNIT #515

EOR Opgrating Company
By Ao dlgdor
Trtle: @éﬁ@g«_fz&&g o>

ACO
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Last Production/

Injection
12/1992
12/1992
1271992
12/1992
06/2009
12/2008
02/2009
0372009
022009
0372000
1271992
1272007
0272009
1172009
1172007
02/1993
1271992
12/1992
1272007
07/2003
0172003
0572000
0272009
05/2000
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1220 South St. Francis Dr.
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ECENED

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

Revised August 1. 201

Submit one copy o appropriate
Distnet Office

] AMENDED REPORT

taprl
RIININ]

Number
1-pons0

. A g
! Poat Code Pooal Name

46930

Mibnesand - San Andres

' Property Code
304908

“Property Name

Milaesand Unit

“ Well Number

141

TOGRID No

137420

® Operator Name

LOR Operating Cumpany

? Klevation

w Surface Location

LLoor ot no, Sectivn| Towndlup Range Lat 1dn FFeet from the Northisouth hine freet from the East/W est line County
M 12 088 RN G660 S 6ol W Romevelt
v Bottom Hole Location If Different From Surface
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K 12{0RS REIN 1630 S 2050 k Raooseseft

" hedieated Acres
e

" foint or Infilf

" Consolidation Code | ™ Order No.
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