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August 4, 2009

Louis and Judy Fulton
d/b/a CFM Qil Co.
P.O. Box 1176
Artesia, NM 88210

Certified Mail No.: 7002 0510 0003 5125 1969

FORMAL NOTICE OF LOSS OF INJECTION AUTHORITY
OPERATOR REQUIRED TO CEASE AND DESIST INJECTION

Re: DeKalb Federal #001, 30-015-03950
DeKalb Federal #003, 30-015-03952
Federal E #003, 30-015-03960

Dear Mr. and Mrs. Fulton:

The purpose of this letter is to give you formal notice that your authority to inject into the
wells identified above has been terminated. You must immediately cease and desist
injecting into these wells.

19.15.26.12(C)(1) NMAC provides:

“Whenever there is a continuous one year period of non-injection into all
wells in an injection or storage project or into a salt water disposal well or
special purpose injection well, the division shall consider the project or
well abandoned, and the authority for injection shall automatically
terminate ipso facto.”

19.15.26.12(C)(2) NMAC provides:
For good cause shown, the director may grant an administrative extension

or extensions of injection authority as an exception to Paragraph (1) of
Subsection C of 19.15.26.12 NMAC, provided that any such extension
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may be granted only prior to the end of one year or [sic] continuous non-
injection, or during the term of a previously granted extension.

The wells identified above were included in a waterflood project in the Square Lake Unit
Area, in Section 31, Township 16 South, Range 30 East. See Case No. 2940, Order
No. R-2609, attached. A search of injection reports for Section 31, Township 16 South,
Range 30 East shows that no injection was reported for a 7-year period from 1995 to .
2001. A copy of the production/injection search result is attached. The Oil
Conservation Division (OCD) has not found any administrative extensions of the
injection authority for this project.

By operation of 19.15.26.12(C)(1) NMAC, the waterflood authorized under Order No. R-
2609 has been abandoned, and the authority for injection into wells in the waterflood
has automatically terminated. No extension can be granted now. If you wish to operate
a waterflood in this area you will need to apply for a new permit under 19.15.26.8
NMAC.

You have reported injection in the wells identified above since the automatic termination.
of injection authority. All injection into these wells must cease immediately. By copy of
this letter, | am notifying the Artesia District Office that your injection authority for these
wells has been terminated. Artesia District Office inspectors will be checking the wells
to determine if they are continuing to inject.

If you continue to inject into these wells without authority the OCD intends to take
further enforcement action. The OCD may seek an administrative order requiring you to
plug the wells under NMSA 1978, Section 70-2-14(B), and authority for the state to plug
the wells if you do not do so. Orthe OCD may seek an order from District Court
pursuant to NMSA 1978, Section 70-2-28 enjoining you from injecting into the identified
wells and assessing penalties under NMSA 1978, Section 70-2-31(A) for the knowing
and willful violation of 19.15.26.12 (C)(1).

If you disagree with the OCD’s conclusion that the waterflood has been abandoned and
that the authority to inject has been terminated, please provide documentary proof that
there has not been a period of one year of non-injection, or that you are operating under
an administrative extension of injection authority.

Sincerely, Y
S BT

Daniel Sanchez
Underground Injection Control Director for the State of New Mexico

Attachments: Order No. R-2609
Injection report summary for S31 T168 R30E

Ec: Randy Dade, Supervisor, Artesia District Office
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE No. 2940
Order No. R-2609

APPLICATION OF TEXACO INC.
FOR A WATERFLOOD PROJECT,
EDDY COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on
November 20, 1963, at Santa Fe, New Mexico, before Daniel S. Nutter
Examiner duly appointed by the 0il Conservation Commission of New
Mexico, hereinafter referred to as the "Commission," in accordance
with Rule 1214 of the Commission Rules and Regulations.

NOW, on this 6th day of December, 1963, the Commission,
a quorum being present, having considered the application, the
evidence adduced, and the recommendations of the Examiner,
Daniel S. Nutter, and being fully advised in the premises,

FINDS:

(1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject
matter thereof.

(2) That the Square Lake 31 Unit Agreement has been approved
by the Commission by Order No. R-2608; that the Sgquare Lake 31 Unit
Area comprises 480 acres, more or less, of Federal land in Section
31, Township 16 South, Range 30 East, NMPM, Eddy County, New Mexico
as more fully described in said order.

(3) That the applicant, Texaco Inc., seeks permission to
institute a waterflood project in the Square Lake Pool in the Squar
Lake 31 Unit Area by the injection of water into the Premier Sand
of the Grayburg formation through six wells located within said

unit area.

(4) That the wells in the project area are in an advanced
state of depletion and should properly be classified as "stripper"®
wells.

(5) That the proposed waterflood project is in the interest
of conservation and should result in recovery of otherwise unrecov-
erable o0il, thereby preventing waste.
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CASE No. 2940
Order No. R-2609 )

(6) That the subject application should be approved and
the project should be governed by the provisions of Rule 701 of
the Commission Rules and Regulations.

IT IS THEREFORE ORDERED:

(1) That the applicant, Texaco Inc., is hereby authorized
to institute a waterflood project in the Square Lake Pool in the
Square Lake 31 Unit Area by the injection of water into the
Premier Sand of the Grayburg formation through the following-

described six wells:

SECTION 31, TOWNSHIP 16 SOUTH, RANGE 30 EAST,
NMPM, EDDY COUNTY, NEW MEXICO

Texaco Inc. Etz Federal NCT-1 Well No. 1, Unit L
Texaco Inc. Etz Federal NCT-2 Well No. 4, Unit H
John H. Trigg Federal E-31 Well No. 2, Unit N

John H. Trigg Federal E-31 Well No. 3, Unit F

A. C. Holder et al DeKalb Federal Well No. 1, Unit P
A. C. Holder et al DeKalb Federal Well No. 3, Unit J

(2) That the subject waterflood project shall be governed
by the provisions of Rule 701 of the Commission Rules and Regula-
tions, including the allowable provisions thereof, and including
the provisions with respect to expansion of the waterflood project.

(3) That monthly progress reports of the waterflood project
herein authorized shall be submitted to the Commission in accord-
ance with Rules 704 and 1119 of the Commission Rules and Regula-

tions.

(4) That jurisdiction of this cause 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 herein-
above designated.

STATE OF NEW MEXICO
IL. CONSERVATION COMMISSION

JAGK M. CAMPBELL, [hairman
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Duran-Saenz, Theresa, EMNRD

From? ' Duran-Saenz, Theresa, EMNRD

Sent: Tuesday, August 04, 2009 1:54 PM

To: Dade, Randy, EMNRD .

Cc: Sanchez, Daniel J., EMNRD; Macquesten, Gail, EMNRD (gail.macquesten @state.nm.us)
Subject: CFM Qil Co. - 2009 letter terminating injection authority 2940

Attachments: 2009 letter terminating injection authority 2940.doc

Copy with attachments to follow via U.S. Mail.
The message is ready to be sent with the following file or link attachments:
2009 letter terminating injection authority 2940
Note: To protect against computer viruses, e-mail programs may prevent sending or receiving

certain types of file attachments. Check your e-mail security settings to determine how
attachments are handled.
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