STATE OF NEW MEXICO rr (VaWalaln
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT i D i\..} L
OIL CONSERVATION DIVISION

NYFEB 1T P 2 0b

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION
(“OCD”) COMPLIANCE AND ENFORCEMENT MANAGER FOR A
COMPLIANCE ORDER AGAINST CANYON E & P COMPANY, DIRECTORS,
AND OFFICERS, JOINTLY AND SEVERALLY, FINDING THAT THE
OPERATOR IS IN VIOLATION OF THE OIL AND GAS ACT, NMSA 1978,
SECTIONS 70-2-1 et seq. AND OCD RULES, NMAC 19.15.2 ef seq., REQUIRING
OPERATOR TO RETURN TO COMPLIANCE WITH DIVISION RULES BY A
DATE CERTAIN, AND IN THE EVENT OF NON-COMPLIANCE, REQUEST
FOR ADDITIONAL SANCTIONS.

CASE NO. L?'(

OCD’S APPLICATION FOR COMPLIANCE ORDER
AGAINST CANYONE & P COMPANY,

1. Canyon E & P Company (“Operator”) is a sole proprietor of 227 wells in
Chaves, Eddy, Lea and Roosevelt Counties, New Mexico, under OGRID No. 269864.
See Exhibit 1: Well List.

2. Operator’s agent’s address of record is: Incorp Services, Inc.,1012
Marquez Place, Suite 106-B, Santa Fe, NM 87505.

3. The New Mexico Secretary of State has Operator registered under
corporation number 4201893. The corporation is a foreign profit and is not in good
standing. The Secretary of State identifies J. Michael Myers and Karen Myers as
Directors and Lisa Waun as Vice President, as the officers of record.

4. Operator has one blanket bond filed with the division, bond no. BO05180,
from U.S. Specialty Insurance Company, for the amount of $50,000. Operator has
- additionally furnished the division with one hundred sixteen (116) single well bonds, all

from U.S. Specialty Insurance Company. See Exhibir 1. Well List.
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5. U.S. Specialty Insurance Company’s address of record is: 13403
Northwest Freeway, Houston, Texas 77040,

6. The last reported production on any of Operator’s wells is May, 2013,

7. Operator had all authority to transport from/inject (“OCD Form C-104" or
“C-104") to all wells revoked by the OCD on October 31, 2014 for failing to report
production as required by Division Rule 19.15.7.24 NMAC. They have made no attempt
to reinstate their C-104. See Exhibit 2: C-104 Revocation

8. Division Rule 19.15.8.13 NMAC authorizes the Director to order the
Operator to plug and abandon any well not in compliance with 19.15.25.8 NMAC and
restore and remediate the location by a date certain.

9. Division Rule 19.15.25.8 NMAC requires an operator to plug and abandon
or temporarily abandon a well within 90 days after: (1) a 60 day period following the
suspension of drilling activities, (2) a determination that a well is no longer usable for a
beneficial purpose, or (3} a period of one year of continuous inactivity.

10.  NMSA 1978, Sections 70-2-12 and 70-2-38 authorize the Division to plug
and abandon wells, and restore and remediate the location of abandoned wells.

11. Division Rule 19.15.5.9 (A)(4) NMAC (Compliance) states that an
operator is compliant with Diviston Rule 19.15.5.9 if no more than the following number
of wells it operates are compliant with Division Rule 19.15.25.8 NMAC (Wells to be
Properly Abandoned): two wells or 50 percent of the wells the operator operates,
whichever is less, if the operator operates 100 wells or less; five wells if the operator
operates between 101 and 500 wells; seven wells if the operator operates between 501

and 1000 wells; and 10 wells if the operator operates more than 1000 wells
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12.  Operator currently has 227 wells out of a total of 227 wells out of
compliance with Division Rule 19.15.25.8 NMAC, exceeding the amount allowed under
Division Rule 19.15.5.9 (A)(4) NMAC.

13.  Division Rule 19.15.8.9 NMAC requires that an operator to cover a well
that has been in temporary abandonment status for more than two years with a one-well
financial assurance.

14, Operator currently has 61 wells that require additional bonding in
violation of Division Rule 19.15.8.9 NMAC. See Exhibit 1: Well List.

WHEREFORE, the OCD, by and through its compliance and enforcement
manager, hereby applies to the Director to enter an Order:

A. Determining that Operator’s wells are not in cb{npliance with Division

Rule 19.15.25.8 NMAC and requiring Operator to plug and abandon the
violating wells by a date certain;

B. Determining that Operator ts out of compliance with Division Rule
19.15.5.9 NMAC;

C. Determining that operator is out of compliance with Division Rule
19.15.8.9 NMAC and requiring Operator to furnish the required financial
assurance for the non-compliant wells by a date certain,;

D. If the violating wells are not brought into compliance with 19.15.25.8
NMAC by the date set in the Order, finding the operator in violation of a
division order, declaring the well abandoned and authorizing the Division

to plug the subject well in accordance with a Division-approved plugging
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program and restore and remediate the location and recover costs from the
operators financial assurance as required by 19.15.8.13 NMAC;
For such other and further relief as the Director deems just and proper

under the circumstances.

RESPECTFULLY  SUBMITTED,
this l 2 day of February, 2015
by

Keith W. Herrm;anf(

Assistant General Counsel

Energy, Minerals and Natural
Resources Department of the State of
New Mexico

1220 §. St. Francis Drive

Santa Fe, NM 87505

(505) 476-3463

Fax: (505) 476-3462

Attorney for The New Mexico Qil
Conservation Division
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Case No, [ 5 Z?( . Application of the New Mexico Oil Conservation
Division (“OCD”) Compliance and Enforcement Manager for a compliance order
against Canyon E & P Company, directors, and officers, jointly and severally,
finding that the operator is in violation of the oil and gas act, NMSA 1978,
Sections 70-2-1 et seq. and OCD rules, NMAC 19.15.2 et seq., requiring operator
to return to compliance with division rules by a date certain, and in the event of
non-compliance, request for additional sanctions.
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Exhibit 1: Well List

Well APl No. Name Well Type Last Wellin Single | Bond U.S. Specialty
Production | violation of Well in insurance Co.
19.15.8.9 Bond Place Bond ID
NMAC? Amount

30-041-20787 ARCHER #001 Ol Oct03 9350 9350 B006029
30-041-20798 ARCHER #002 Qil Qct-03 9325 9325 B006030
30-025-09721 ARNOTT RAMSEY #001 (as Jun-08 8441 8441 B005874
30-015-00940 ARTESIA METEX UNIT #001 Oil May-12 Y 7048 0

30-015-00939 ARTESIA METEX UNIT #002 Qil Mar-07 Y 7048 0

30-015-00938 ARTESIA METEX UNIT #003 Qil May-11 7064 7064 B005891
30-015-01944 ARTESIA METEX UNIT #004 Oil Feb-12 Y 7232 0

30-015-00945 ARTESIA METEX UNIT #005 Qil May-13 Y 7053 0

30-015-00941 ARTESIA METEX UNIT #006 Qil Jun-11 £990 6990 B005894
30-015-01197 ARTESIA METEX UNIT #007 Oil May-13 Y 7044 0

30-015-00944 ARTESIA METEX UNIT #008 Qil May-13 7041 7041 B005895
30-015-01943 ARTESIA METEX UNIT #010 Qil May-13 Y 7081 0

30-015-01940 ARTESIA METEX UNIT #011 Qil Aug-12 7324 7324 B005896
30-015-01964 ARTESIA METEX UNIT #012 Qil Mar-07 7363 7363 B005837
30-015-01951 ARTESIA METEX UNIT #013 Qil Sep-11 Y 7335 0

30-015-01947 ARTESIA METEX UNIT #014 Oil Jun-11 Y 7150 0

30-015-01954 | ARTESIA METEX UNIT #015 Injection Aug-06 7500 0

30-015-00942 ARTESIA METEX UNIT #016 Injection Dec-05 7147 7147 B005900
30-015-00947 ARTESIA METEX UNIT #017 Injection Nov-98 7035 7035 B005901
30-015-00946 ARTESIA METEX UNIT #018 Qil Jun-11 Y 7068 0

30-015-01195 ARTESIA METEX UNIT #018 Ol Jun-11 Y 7348 0

30-015-01196 ARTESIA METEX UNIT #020 Qi Mar-07 7097 7097 B005904
30-015-01942 ARTESIA METEX UNIT #021 Qil Jun-11 7100 7100 B005905
30-015-01965 ARTESIA METEX UNIT #022 Gil May-13 7283 7283 B005906
30-015-01941 ARTESIA METEX UNIT #023 il May-13 7058 7058 B0G5907
30-015-01949 ARTESIA METEX UNIT #024 Qil Dec-05 7145 7145 B005908
30-015-01946 ARTESIA METEX UNIT #025 il Jun-11 7160 0

30-015-00962 ARTESIA METEX UNIT #026 Qil May-13 Y 6991 0

30-015-00951 ARTESIA METEX UNIT #027 Injection Aug-06 7040 7040 B005311
30-015-01194 ARTESIA METEX UNIT #029 Oil Jun-11 Y 7050 0

30-015-01193 ARTESIA METEX UNIT #030 Injection Aug-05 Y 7046 0

30-015-02139 ARTESIA METEX UNIT #031 Qil Mar-11 7340 7340 B005914
30-015-02140 ARTESIA METEX UNIT #032 Qil May-13 7200 7200 B005915
30-015-02132 ARTESIA METEX UNIT #033 Injection Aug-06 Y 7102 0

30-015-06127 ARTESIA METEX UNIT #034 Injection Aug-06 Y 7591 0

30-015-00963 ARTESIA METEX UNIT #035 Qil Jun-11 6986 6986 B005918
30-015-00952 ARTESIA METEX UNIT #036 Injection Dec-05 Y 7001 0

30-015-00950 ARTESIA METEX UNIT #038 Qil Jun-11 7025 7025 B005920
30-015-00948 ARTESIA METEX UNIT #039 Oil Dec-11 Y 7015 0

30-015-00954 ARTESIA METEX UNIT #040 Injection Aug-06 7123 7123 B005922
30-015-02136 ARTESIA METEX UNIT #041 Qil Mar-07 7020 7020 B005923
30-015-02138 ARTESIA METEX UNIT #042 Injection Aug-06 Y 7220 0

30-015-02142 ARTESIA METEX UNIT #043 Qil Feb-05 Y 7079 0

30-015-01190 ARTESIA METEX UNIT #044 Qil Mar-07 7030 7030 B0055926
30-015-00959 ARTESIA METEX UNIT #045 Ol Jan-13 7122 7122 B005927

Application for Compliance Order

Canyon E & P Company
Page 6 of 12




30-015-00953 | ARTESIA METEX UNIT #046 o Jul-12 7151 0
30-015-00955 | ARTESIA METEX UNIT #047 oil May-11 Y| 7006 0
30-015-00058 | ARTESIA METEX UNIT #048 Injection Aug-05 11014 0
30-015-02141 | ARTESIA METEX UNIT #049 Oil Apr-12 7200 7200 B005931
30-015-01191 | ARTESIA METEX UNIT #050 Oil Sep-04 7134 7134 B005932
30-015-00066 | ARTESIA METEX UNIT #051 Ol Dec-05 Y| 7007 0
30-015-00960 | ARTESIA METEX UNIT #052 Oi Dec-05 7020 7020 B005934
30-015-00957 | ARTESIA METEX UNIT %053 Ol Jan-13 Y| 7000 0
30-015-00956 | ARTESIA METEX UNIT #054 Oi Mar-12 7014 7014 B005936
30-015-00986 | ARTESIA METEX UNIT #055 ol May-13 Y| 6939 0
30-015-00887 | ARTESIA METEX UNIT #056 Oil Jun-11 7020 7020 B005938
30-015-00990 | ARTESIA METEX UNIT #057 Oil  Dec-05 7025 7025 B005939
30-015-00091 | ARTESIA METEX UNIT #058 O Jun-i1 7020 7020 B005940
30-015-00949 | ARTESIA METEX UNIT #059 Oil May-13 16208 0
30-015-21866 | ARTESIA METEX UNIT #060 Injection Aug-06 7154 7154 B005942
30-015-21874 | ARTESIA METEX UNIT #061 Oi Dec-05 Y| 7159 0
30-015-27157 | ARTESIA METEX UNIT #062 O Mar-11 Y 7200 0
30-015-27158 |, ARTESIA METEX UNIT #063 Injection Aug-06 7320 7320 B005945
30-015-27192 | ARTESIA METEX UNIT £064 o Jun-11 Y| 7180 0
30-015-27193 | ARTESIA METEX UNIT #065 Oil Dec-05 7210 7210 B005347
30-015-27194 | ARTESIA METEX UNIT #066 Injection Aug-05 7200 0
30-015-27195 | ARTESIA METEX UNIT #067 Injection Aug-06 7200 0
30-015-27196 | ARTESIA METEX UNIT #068 oil Mar-11 Y| 7200 0
30-015-05724 | B HANSON FEDERAL #002 O Apr-07 0
30-005-60817 | BARKNEHT #001 O Sep-04 7861 7861 B005819
30-02528139 | BAUM STATE #002 ol Jun-07 15105 | 15105 B005875
30-025-07061 | BROWN 51 #001 ol Jun-o1 0
30-025-21703 | BROWN 51 #002 Oil Jun-01 0
30-005-20320 | DOUBLE L QUEEN UNIT #001A | 00 Dec-11 0
30-005-60146 | DOUBLE L QUEEN UNIT #001D | Injection Jun-12 Y| 7005 0
30-005.60197 | DOUBLE L QUEEN UNIT #001G | Oil Jun-11 Y| 6929 0
30-005-60127 | DOUBLE L QUEEN UNIT #001H | Injection Jun-12 Y| 6945 0
30-005-20307 | DOUBLE L QUEEN UNIT #0011 | Injection Mar-98 0
30-005-20325 | DOUBLE L QUEEN UNIT #001J | 0il Jan-12 0
30-005-60078 | DOUBLE L QUEEN UNIT #001K | Oil Jun-11 Y| 6980 0
30-005-20355 | DOUBLE L QUEEN UNIT #001L | Oil May-12 0
30-005-20332 | DOUBLE L QUEEN UNIT #0017 | Oil Jun-11 0
30-005-20327 | DOUBLE L QUEEN UNIT #001Q | Injection Feb-04 0
30-005-60117 | DOUBLE L QUEEN UNIT #001R_| Injection Jan-12 | 6586 6986 B005876
30-005-60084 | DOUBLE L QUEEN UNIT #001Y | Oil Nov-11 0
30-005-60159 | DOUBLE L QUEEN UNIT #002 | Oil Jun-11 Y| 6943 0
30-005-20330 | DOUBLE L QUEEN UNIT #0028 | O Oct-12 0
30-005-60069 | DOUBLE L QUEEN UNIT #002G | Injection Jun-97 Y| 7005 0
30-005-20308 | DOUBLE L QUEEN UNIT %002H | Oil Oct-11 0
30-005-20348 | DOUBLE L QUEEN UNIT #0021 | Injection Jun-97 0
30-005-20369 | DOUBLE L QUEEN UNIT #002M | Injection Feb-03 0
30-005-20337 | DOUBLE L QUEEN UNIT #002P | Ol Mar-11 0
30-005-20334 | DOUBLE L QUEEN UNIT #002Q | Oil Jan-13 0
30-005-60093 | DOUBLE L QUEEN UNIT #002X | Oil Sep-11 0
30-005-60151 | DOUBLE L QUEEN UNIT #0022 | Ol Mar-12 Y] 7061 0
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30-005-60161 DOUBLE L QUEEN UNIT #003 Injection Nov-11 6962 6962 B005877
30-005-60079 DOUBLE L QUEEN UNIT #003G | Injection Jun-12 Y 7010 0
30-005-20323 DOUBLE L QUEEN UNIT #003J | Oil May-13 0
30-005-20346 DOUBLE L QUEEN UNIT #003L | Qil Jun-11 0
30-005-20338 DOUBLE L QUEEN UNIT #003Q | Oif Mar-11 0
30-005-60153 DOUBLE L QUEEN UNIT #003Y | Qi May-10 0
30-005-60164 DOUBLE L QUEEN UNIT #004 Qil Mar-12 6946 6946 B 005878
30-005-20329 DOUBLE L QUEEN UNIT #004A | Qil Mar-11 0
30-005-60080 DOUBLE L QUEEN UNIT #004G | Qil Jul-09 Y 7010 0
30-005-20339 DOUBLE L QUEEN UNIT #004Q | Qil Oct-12 0
30-005-60174 DOUBLE L QUEEN UNIT #005 il Mar-11 Y 6942 0
30-005-20331 DOUBLE L QUEEN UNIT #005A | Ol Jun-11 0
30-005-20984 DOUBLE L QUEEN UNIT #005Q | Injection Jan-02 6994 6994 B007419
30-005-60097 DOUBLE L QUEEN UNIT #0086 Injection Feb-03 Y 7005 0
30-005-20379 DOUBLE L QUEEN UNIT #006Q | Injection Feb-03 0
30-005-60099 DOUBLE L QUEEN UNIT #007 Injection Feb-03 Y 7014 0
30-005-60108 DOUBLE L QUEEN UNIT #008 Qil Jul-10 Y 7010 0
30-005-20389 DOUBLE L GUEEN UNIT #008Q | Qil Jan-12 0
30-005-20395 DOUBLE L QGUEEN UNIT #009Q | Qil Jul-09 0
30-005-60138 DOUBLE L QUEEN UNIT #010 Qil Jul-09 Y 7001 0
30-005-60178 DOUBLE L QUEEN UNIT #011 Injection Feb-03 Y 8981 0
30-005-60183 DOUBLE L QUEEN UNIT #012 Qil May-10 Y 7002 0
30-006-60610 ELIZABETH #001 Qil Feb-02 7840 7840 B005820
30-005-60705 ELIZABETH #002 Qil Feb-07 7928 7928 B005821
30-005-60744 ELIZABETH #003 Qil Feb-07 7728 7726 B005822
30-005-60747 ELIZABETH #004 il Jun-04 7754 7754 B005823
30-005-62861 ELIZABETH C #005 il Mar-03 7780 7780 B005824
30-005-60827 GRAVES #001 il Sep-02 7700 7700 B005825
30-025-27825 JAMESON #001 il Sep-08 8666 8666 B006087
30-025-28258 JAMESON #002 ol May-08 8635 8635 8005826
30-005-60567 KUCHEMANN #001 Oil Juk-11 Y 7790 0
30-005-60580 KUCHEMANN #002 Injection Mar-05 7793 7793 B005828
30-005-60693 KUCHEMANN #003 Qil Jul-11 Y 7802 0
30-005-60805 KUCHEMANN #004 Oil Jul-11 Y 7800 0
30-005-60906 KUCHEMANN #005 Qil Jul-11 Y 7830 0
30-041-20451 LINE STATE #0601 Qil Sep-03 8910 9910 B006031
30-005-60526 MARLISUE QUEEN UNIT #001 Qil Feb-07 6935 6935 B005879
30-005-60510 MARLISUE QUEEN UNIT #001Z | Qil Feb-07 6936 5936 B005880
30-005-62099 MARLISUE QUEEN UNIT #002 Oil Feb-07 6934 6934 B005881
30-005-60585 MARLISUE QUEEN UNIT #003 QOil Feb-07 6931 6931 B005882
30-005-62100 MARLISUE QUEEN UNIT #003Z | Oil Feb-07 6970 6970 B005883
30-005-60646 MARLISUE QUEEN UNIT #004 Qil Feb-07 6355 6955 B005884
30-005-62324 MARLISUE QUEEN UNIT #004Z | Qil Feb-07 6960 £960 B005885
30-005-62101 MARLISUE QUEEN UNIT #006 Qil Feb-07 6944 6944 BO05886
30-005-62102 MARLISUE QUEEN UNIT #007 Qil Feb-07 6978 6976 B005887
30-005-62531 MARLISUE QUEEN UNIT #008 Qil Feb-07 7000 7000 B005888
30-005-60021 MCDERMOTT #0(H Qil Sep-04 7940 7840 B005832
30-005-61267 NANCY #001 Qil Feb-07 7663 7663 B005833
30-015-04793 NORTHEAST SQUARE LAKE 0
PREMIER UNIT #002 Injection Oct07
30-015-04794 NORTHEAST SQUARE LAKE Oil Aug-95 0
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PREMIER UNIT #003

30-015-04788 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #005 Qil Apr-91
30-015-04792 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #006 Injection Dec-93
30-015-04787 NORTHEAST SQUARE LAKE 8364 0

PREMIER UNIT #007 il Feb-09
30-015-04785 NORTHEAST SQUARE LAKE 9100 9100 B006059

PREMIER UNIT #008 Injection Aug-08
30-015-04845 NORTHEAST SQUARE LAKE 9018 9018 B005889

PREMIER UNIT #009 Oil Feb-09
30-015-04839 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #0114 il Feb-09
30-015-04831 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #012 Qil Feb-09
30-015-04827 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #013 Injection Aug-08
30-015-04832 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #018 Qil Dec-10
30-015-04837 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #021 Oil Feb-09
30-015-04844 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #022 Oil Feb-09
30-015-04845 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #025 Injection Aug-08
30-015-04842 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #026 il Dec-10
30-015-27560 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #030 Injection Aug-08
30-015-25943 NORTHEAST SQUARE LAKE 0

PREMIER UNIT #031 Oit Feb-09
30-005-60922 Q'BRIEN DEMING 13 $#001 Qil Feb-07 7830 7830 B005834
30-005-60634 Q'BRIEN DEMING 6 #001 Qil Jan-09 7748 7748 B006903
30-005-60730 O'BRIEN DEMING 6 #002 Qil Feb-07 7818 7818 B005835
30-005-60619 O'BRIEN FEE 18 #001 il Oct-06 7830 7830 B005836
30-005-60640 O'BRIEN FEE 18 #002 Qil Qct-06 7832 7832 B005837
30-005-60725 QO'BRIEN FEE 18 #003 QOil Oct-06 7910 7910 B005838
30-005-60902 O'BRIEN FEE 18 #004 Qil Feb-07 7862 7862 B005839
30-005-61020 Q'BRIEN FEE 18 #005 Oil Oct-06 7820 7820 B005840
30-005-61246 QO'BRIEN FEE 18 #006 Oil Oct-06 7840 7840 B005843
30-005-60528 O'BRIEN FEE 19 #001 Oil Aug-09 7800 7800 B006922
30-005-60565 Q'BRIEN FEE 19 #002 Oil Dec-04 7800 7800 B00s842
30-005-60566 O'BRIEN FEE 19 #003 Qil Dec-08 7860 7860 B006904
30-005-60654 O'BRIEN FEE 19 #004 Gil Aug-09 7800 7800 B006923
30-005-60716 O'BRIEN FEE 19 #005 Gil Dec-08 7791 7791 B006905
30-005-60804 O'BRIEN FEE 19 #006 Gil Aug-09 7800 7800 B006924
30-005-60905 O'BRIEN FEE 19 #007 Oil Dec-08 7845 7845 B006906
30-005-61021 O'BRIEN FEE 19 #008 Oil Sep-04 7840 7840 B005841
30-005-60803 O'BRIEN FEE 24 #001 Oil Feb-07 7810 7810 B005844
30-005-60923 O'BRIEN FEE 24 #002 Qil Feb-07 7920 7920 B005845
30-005-60655 O'BRIEN FEE 25 #005 Qil Feb-07 7753 7753 B005846
30-005-60815 Q'BRIEN LIGHTCAP 7 $001 Qil Sep-04 7860 7860 B005847
30-005-60816 ('BRIEN LIGHTCAP 7 #002 Oil Sep-04 8000 8000 B005848
30-005-62194 Q'BRIEN LLL #001 Qil Apr-07 8005 8005 B005849
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30-005-62192 O'BRIEN P #001 Salt Waler 8005 8005 B005850
Disposal Feb-07
30-005-62247 Q'BRIEN P #002 Qil May-09 7925 7925 B006920
30-005-62267 Q'BRIEN P #003 Ol May-09 7920 7920 B006921
30-005-62190 ('BRIEN R #0041 Qil Apr-07 8100 8100 B005851
30-025-32297 QUARRY #001 Qil Nov-11 8320 0
30-025-09534 ROCKET #001 Qil Dec-07 B546 8456 8005852
30-025-28256 ROCKET #003 Qil Dec-07 8389 5389 B05853
30-005-60604 SEANNA #001 Qil Feb-07 7796 7796 B005854
30-005-60623 SEANNA #002 Qil Jul-04 8000 8000 B005855
30-005-60735 SEANNA #003 Qil Feb-07 7687 7687 B005856
30-015-22209 SHUG A #0M1 Ol Mar-10 0
30-015-22221 SHUG A #002 Qil Mar-10 0
30-041-207H SIEBER #001 Gil Mar-06 9360 9360 B006032
30-005-62070 TWIN LAKES SAN ANDRES 7631 7691 B006907
UNIT #001 Injection Dec-08
30-005-60648 TWIN LAKES SAN ANDRES 7770 7770 B006908
UNIT #002 il Dec-00
30-005-60601 TWIN LAKES SAN ANDRES 7830 0
UNIT #003 Qil Apr-08
30-005-60579 TWIN LAKES SAN ANDRES 7825 0
UNIT #004 Qil Jul-11
30-005-60492 TWIN LAKES SAN ANDRES 7563 7563 B005859
UNIT %008 Qil May-98
30-005-60598 TWIN LAKES SAN ANDRES 7763 7763 B006909
UNIT #0098 Qil Jul-11
30-005-60558 TWIN LAKES SAN ANDRES 7733 0
UNIT #013 Injection Nov-09
30-005-60039 TWIN LAKES SAN ANDRES 7602 0
UNIT #017 Qil Jul-11
30-005-60658 TWIN LAKES SAN ANDRES 7907 0
UNIT #021 Injection Dec-08
30-005-60965 TWIN LAKES SAN ANDRES 7950 7950 BO0BI10
UNIT $023 Injection Dec-08
30-005-60026 TWIN LAKES SAN ANDRES 7615 7615 B006911
UNIT #035 Injection Dec-08
30-005-60802 TWIN LAKES SAN ANDRES 7951 7951 B005863
UNIT #042 Qil Jul-11
30-005-60829 TWIN LAKES SAN ANDRES 8000 8000 B006912
UNIT #043 Qil Sep-03
30-005-60810 TWIN LAKES SAN ANDRES 7950 0
UNIT #051 Injection Jul-11
30-005-60961 TWIN LAKES SAN ANDRES 7950 7950 BO06913
UNIT #052 Injection Jul-11
30-005-60297 TWIN LAKES SAN ANDRES 7617 0
UNIT #055 Injection Dec-08
30-005-62563 TWIN LAKES SAN ANDRES 8100 8100 B006914
UNIT #063 Qil Jul-11
30-005-60248 TWIN LAKES SAN ANDRES 12316 12316 B006915
UNIT #074 Injection Dec-08
30-005-60469 TWIN LAKES SAN ANDRES 7638 7638 B006919
UNIT #075 Injection Jul-11
30-005-60982 TWIN LAKES SAN ANDRES 7210 0
UNIT #079 Injection Dec-08
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30-005-61030 TWIN LAKES SAN ANDRES 7774 0
UNIT #087 il Dec-00

30-005-60790 TWIN LAKES SAN ANDRES 7810 7810 B006916
UNIT #091 Qil Jul-11

30-005-61333 TWIN LAKES SAN ANDRES 7800 0
UNIT #1142 Injection Dec-08

30-005-61655 TWIN LAKES SAN ANDRES 7800 0
UNIT #115 Injection Dec-08

30-005-61736 TWIN LAKES SAN ANDRES 7805 7805 B006918
UNIT #118 Injection Dec-08

30-005-61623 TWIN LAKES SAN ANDRES 7900 7900 B0O7054
UNIT #119 Qil Aug-11

30-005-62819 TWIN LAKES SAN ANDRES 8100 8100 B005869
UNIT #121 Injection Jul-11

30-005-63191 TWIN LAKES SAN ANDRES 7700 7700 B005870
UNIT #302 injection Dec-08

30-005-63193 TWIN LAKES SAN ANDRES 7830 0
UNIT #333 Injection Jul-11

30-005-60581 UNION HAPPY #001 il Feb-07 7807 7807 B005871

30-005-60622 UNION HAPPY #002 il Apr-05 7800 7800 B005872
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Canyon E & P Company
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Exhibit 2: C-104 Revocation

Application for Compliance Order
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State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
David F. Martin Jami Bailey
Cabinet Secretary Division Director
. 0il Conservation Division
Brett F. Woods, Ph.D,
Deputy Cabinet Secretary .
. August 7, 2014 )

CANYON E & P COMPANY
911 Lake Carolyn Pkwy
Suite 104 ’
irving, TX 7503% -

Dea r Operator:

Role 19.15.7.24 of the Oil Conservation Division requires that C-115s (Monthly Production Reports) be filed
electronically on or before the 15" day of the second month following the month of production. As of today, we
have not received your electronically submitted C-115 for May 2014, !

You are being notified that the OCD intends to revoke your authorization to transport from or inject into all wells
your company operates if an acceptable and complete C-115 is not received electronically within 120 days of the
original due date. You may choose to request a hearing on this proposed cancellation within 120 days of the
orlglnal due date, Please submit your C115 immediately. If you have guestions about your submittal, please
contect Susan Gramm at Susan. Gramm@state nm.us (505-476-3498).

e 19 15.7.24 OPERATOR'S MONTHLY REPORT {Form C-115):
- A. " An operator shall file a form C-115 for each non-plugged well completion for which the division
““has approved a form C-104 and for each secondary or other enhanced recovery project or pressure
maintenance project injection weII or other injection well within the state, setting forth complete
information’ and data indicated n'the forms in the order format and style the director prescribes. The
operator shaII estlmate oil- productlon from wells producing into common storage as accurately as possible
on the basis of peruodlc tests '
B. An operator shaH ﬂ'.e the reports, 19 15.7. 24 NMAC requtres using the division’s web based
_online appllcatlon on or before the 15th day of the second month follomng the month of prodUCt:on or if
such day falls on a weekend or hollday, the first workday foHowmg the 15th. An operator may applv to the
division for exemption from the electronic filing requirement based upon a demonstration that such
reguirement would operate as an, economlc or.other hardshlp
C.' If an operator. fails to file a form C- 115 that the division. accepts the lelSlOl‘! shaII w1th|n 60 days
of the approprlate filing date, notlfy the operator by electronic mail or letter of its lntent to revoke the
operator's authorlzahon to transport or inject. if the operator,does not file an acceptable and complete form
c- 115. if the operator does not file an acceptable and complete form C-115 or request a hearing on the
proposed cancel[atlon within 120 days of the original due date of the form C-115, the division may cancel
the operator’s authorlty to transport from or inject into_all weIIs it operates
{19 15 7 24 NMAC Rp, 19 15 13 1115 NMAC 12/1/08]

Slncerely,

; ie:.:,_ R A "_ O ‘ PR S N - wl® LT
W SRRV AR T :', N T S
Susan Gramm

C115 Admlmstrator e

1220 South St. Francis Drive « Santa Fe, New Mexico 87505
Phone (505) 476-3440 = Fax (505) 478-3482 » www.emnrd.state.nm.us/ocd
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State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor
David F. Martin Jami Bailey
Cabinet Secretary Division Director

0it Conservation Divigion

Brett F. Woods, Ph.D.
Deputy Cabinet Secretary

September 10, 2014

CANYON E & P COMPANY
911 Lake Carolyn Pkwy
Irving, TX 75039

Certified:Mail No.: 7_o1«"2-fo47o-‘oooo-.ossz A 559

4

Dear Qperator:

Rule 19.15.7.24 of the Qil Conservation Division requires that C-115s {(Monthly Praduction Reparts) be filed -
electronically on or before the 15" day of the second month following the month of production. As of today, we
have-not received your electronically submitted C-115 for May 2014.

You are hereby being notified; that the OCD intends to revoke your autharization to transport from or inject into '
all wells your company operates if an acceptable and complete C-115 is not received electronically within 120 days
of the original due date. No further notice will be given. You may choose to request a hearing on this proposed
cancellation within those 120 days. ' e
It is the Operators duty to file' thelr monthly reports and update the OCD with any change m contact |nformat|on i
per 19.15.9.8 NMAC, This notlce is servéd as a courtesy to the operators and no further notice wrll be glyen before
your authority to transport is révoked if no response is recelved W|th|n 120 days of the ongmai due date. [f; you
have any guestions, p1ease contact ié at Susan.Gramm@state,nm.us

13.15.7.24 QPERATOR’S MONTHLY REPORT (Fcrm C—115}

A. An operator sha!l filea form c- 115 for each non plugged_well completion for WhICh the d|V|5|on has
approved a form c- 104 and for each secondary or other enhanceo recovery project or pressure
mamtenance project |nJectqon well or other |nject|on well wrthln the state, setting forth complete .
|nformat|on and data |nd|cated on the forms in the order, farmat and style the director prescribes. The
operator shall estimate oil productron from wells producing into common storage as accurately as

possible on the basis of periodic tests.

B. An operator shall file the reports 19.15.7. 24 NMAC requires using the division’s web-based online
apphcatlon on or before the 15th day of the second month foIIowmg the month of productron or if
such day falls on a weekend or hollday, the first workday followmg the 15th. An operator rnay apply to
the division for exemption from the eiectronic filing requiremient based upon a demonstration that such
_TEHP"S:’!'"%[J'EWPH!d..‘?}_{E.."ate as an economic or other hardship.

eonSe D WULTTE ORI T e s ek SRR

1220 South St. Francis Drive » Santa Fe, New Maxico 87505
Phone (505) 476-3440 « Fax {505) 476-3462 » www.emnrd.state.nm.us/ocd



C. If an operator fails to file a form C-115 that the division accepts, the division shall, within 60 days of the
appropriate filing date, notify the operator by electronic mail or letter of its intent to revoke the
operator’s authorization to transport or inject if the operator does not file an acceptable and complete
form €-115. ¥ the opé'riatc;r does not file an acceptable and complete form C-115 of request a hearing
on the proposed cancellation within 120 days of the original due date of the form C-115, the division
may cancel the operator’s authority to transport from or inject into all wells it operates.

[19.15.7.24 NMAC - Rp, 19.15.13.1115 NMAC, 12/1/08]

Please note that the State Land Office, the Bureau of Land Management, and the New Mexico Taxation and
Revenue Department are copied on this correspondence.

Sincerely,

Susan Gramm

C115 Administr’ator
505-476-3498

Ec: Kelly Brooks Smith, Pete Martinez, ksmith@slo.state.nm.us, pmartine@slo.state.nm.us, New Mexico State
Land Office, P.O. Box 1148, Santa Fe, NM 87504;

Tom Zelenka, Joseph Galluzzi, tzelenka@blm.gov, igalluzz@bim.gov, Bureau of Land Management, P.O.
Box 27115, Santa Fe, NM 87502;

Joan Ishimoto, joan,ishimoto@state.nm.us, New Mexico Taxation and Revenue Dept., 1200 South Saint
Francis Dr., Santa Fe, NM 87505

Page 2
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State of New Mexu:o

;

r?io"“ ﬁ:om

G0 i T, .'y.r-‘r_ Qg ‘L&{hzm 'ttul‘l,sfﬂ ;
Davld Marlin oo r Jami Bailey,\DivlsIon Dlrector '»t:.*‘ A
Cabmet Secretary 3 in arwobnab Wread o Bs Ml yRRITIES, =$ou Conser;\auon Dlvrsnongﬂ 7 dy\,.

dS,PhD B . .. - T e A :
abmet Secretary.r‘ et A0S g R Lt AR T e ald e i ied a0l 10

October 31,2014 . =-'..,.‘f.': B UL

“OGRIDNG, 2693'64

via Certifiéd Mad 70,;4 04170 0adl 5’447 3‘/5“ / . - ' "

Déar Operator:

Rule 19 15 7. 24 of the Oli Conservatlon DIVISIOH ("OCD") requires that C- 115(s) {(Monthly Production Reports) be
filed electromcally onor before the 15 day of the second month follow:ng the month of production. As of today,
we have not recewed your electromcally submltted C-115(s) for May, 2014." It is the Operator’s duty to file their
monthly reports and update the OCD with any change in contact mformatron per 19.15.9.8 NMAC.

Desplte our attempts to notlfy you of this wolatlon no report has been received by the OCD. You are hereby being
notlt" ed that effectwe lmmedlately, the OCD has now revoked your authonzahon to transport from'or mject into
all weIls your company operates ‘ '

In addition to the State Land Ofﬁce the New Mexico Taxation'and Revenue Department, and the Bureau of Land
Management we W|[I atso ‘take steps to not[fy purchasers and transporters of this revocation. Any unauthorlzed
transportation or |n1ection erI be’ a Vi0|atIOn of the Oil and Gas Act and the OCD will bring compllance act|ons
agalnst anyone partlupatlng |n wolat:ons of the Act, ) . { -

lmmedlate actron is now requrred by you if you wish to restore you transport and injection authority. Please

‘ .contact Damel Sanchez atD Daniél. Sanchez@state nm.us (505—476 3493) to schedule a comphance conference. If
no attempt to contact the OCD i5 rnade we Wl|| move to find your wells orphaned find you put of compllance with
a d|w5|on order authonze the dnns:on to’ plug and abandon your wells, and seize any associated flnancml
assurance, and seek any addltlonal penaltles avallable under the Act. Any operator or their prlnupals found out of
comphance with a dnnsnon order W|II not be glven a new OGRID numbef to authonze them to operate m;the state
of New Mex1co ' '

Sin_'cerely,

_Daniel Sanchez
) 1220 South St. Francis Drive » Santa Fe, New Mexico 87505
Phone (505) 476-3460 - Fax (505) 476-3462 = www., emnrd state.nm.us/ocd
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