NEWEXICO ENERGY, M@VERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Kesmire, P.E.
Govemor : Director

Joanna Prukop Oil Conservation Division

Cubindt Seerctary

LETTER OF VIOLATION

August 30, 2007

Marks and Garner Production Ltd. Co.
P.O. Box 70
Lovington, NM 88260

Re: Marks and Garner Production Ltd. Co., OGRID 14070
19.15.4 201 NMAC '

Dear Operator:

The Oil Conservation Division (OCD) recently performed a file and compliance review of wells operated by
Marks and Garner Production Ltd. Co. (Marks and Garner). The review found that of the 71 wells operated by
Marks and Garner in New Mexico, 24 are out of compliance with 19.115.4.201 NMAC (Rule 201). A list
identifying the 24 non-compliant wells is attached as Exhibit A.

Rule 201 OCD Rule 201 {19.15.4.201 NMAC] states, in relevant part:

"A. The operator of any of the following wells, whether cased or uncased, shall -be
responsible for the p{uggmg thereof: wells drilled for il or gas; or service wells including but ‘
not limited to seismic, core, exploration or injection wells. :

3. A well shall be either properly plugged and abandoned or plaued in approved temporary -
abandonment in agcoxdance with these rules within 90 days after:

3) a period of one year in which a well has been continuously inactive.”

The 24 wells identitied in Exhibit A are in violation of Rule 201 because they have been inactive for a co‘ntmuouq'
period in excess of one year plus ninety days, and are not plugged and abnndone 1oron appmvud temporary
abandonment status, :

The OCD has notified Marks and Garner-of its Rule 201 violations on multiple occasions. Examples of notices
sent lo Marks and Garner on one of the wells are attached as Exhibit B.

This letteris to notify you that the OCD intends to file an application for hearing to obtain an order) Jmposmg
penalties, requiring Marks and Garner to return the wells to compliance by a date certain, and authorizing the
OCD o plug the wells and forfeit the applicable financial assurances if Marks and Garner fails to mcet the
compliance deadline setin the order. If the OCD plugs the wells and the cost exceeds the amount of the
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posted financial assurances, the OCD will seek reimbursement from Marks and Garner. Because of the large
numb.cr of inactive wells operated by Marks and Garner, and its history of non- compl ance, the OCD may also
seel an order under NMSA 1978, Section 70-2- -14(B) requiring Marks and Garner to plug and abandon all its
wells if it does not refurn the non-compliant wells to compliance by the deadline set in the order.

Marks and Garner currently has a $50,000 cash blanket plugging bond posted with the OCD. Please also be
advised that effective January 1, 2008, the OCD will require a single well financial assurance for each state or fee
well that has been inactive for more than two years and is not plugged and released. See 19.15.3.101 NMAC.

Inaddition, Marks and Garner is currently out of compliance with 19.15.1.40 NMAC because of the large number
of inactive wells it operates. If an operator has more than a certain number of wells on'the Rule 40 Inactive Well
List the OCD can - and in some circumstances must - deny certain privileges to the operator, including APDs,
authorization to transport, injection permits, and well transfers, The number of wells an operator may have on
the Rule 40 Inactive Well list varies from 0 to 10, depending on the number of wells the operator operates.

The OCD encourages Marks and Garner to take promptaction to return its \veHs to comphame to avoid further
enforcement action.

If you have any questions about OCD's enforcement programs, please contact Compliance and Enforcement
Manager Daniel Sanchez at {505) 476-3493.

-Sincerely,

 Gail MacQuesten
OCD Attorney

Chris Williams, District 1

Larry "Buddy” Mill, District |

Tim Gum, District 1]

Daniel Sanchez, Comphanca and Enforcement Manager
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