OCD-HOBRS

Fom 3160 UNITED STATES HORES
p DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

ol 2
SUNDRY NOTICES AND REPORTS ON WE

Do not use this form for proposals to drill or to re-enter an
abandoned well. Use Form 3160-3 (APD) for such propos&gCENEQ

otP
5 100

FORM APPROVED
OMBNo 10040137
Exptres March 31,2007

5 Lease Senal No
NMLC 054467

6 If Indian, Allottee or Tnbe Name

SUBMIT IN TRIPLICATE- Other instructions on reverse side.

1 Typeo

fWell =~
on WellG O |:| Gas Well5T |:| Other

7 If Ut or CA/Agreement, Name and/or No

/

2 Name of Operator DC Energy LLC

3a Address
105 Oscar Lane Dallas, Georgia

3b Phone No (include area code)
770-757-3'71 5

/
8 Well Name and No /
Crosby Deep #3
9 APl WellNo

30-025-11870 /

4 Location of Well (Footage, Sec, T, R, M., or Survey Description)
Sec 33 258 37E 1980' FSL and 1980' FEL

10 Field and Pool, or Exploralor{( Area

11 County or Parish, State

-

Lea, New Mexico

12. CHECK APPROPRIATE BOX(ES) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION
I:I Acidize D Deepen D Production (Start/Resume) D Water Shut-Off
CNouce of ntent (] atter Casing Fracture Treat Reclamation Cwen Integrity
L] Subsequent Report Ll Casing Reparr New Construction ] Recomplete Other
l:l D Change Plans Plug and Abandon Temporanly Abandon
Final Abandonment Notice I:I Convert to Injection D Plug Back Water Disposal

13 Descnbe Proposed or Completed Operation (clearly state all pertment details, including estimated starting date of any proposed work and approximate duration thereof
Ifthe proposal 1s to deepen directionally or recomplete honizontally. give subsurface locations and measured and true vertical depths of all pertinent markers and zones
Attach the Bond under which the work will be performed or provide the Bond No  on file with BLM/BIA  Required subsequent reports shall be filed within 30 days
following completion of the involved operations 1f the operation results 1n a multiple completion or recompletion in a new nterval, a Form 3160-4 shall be filed once
testing has been completed Final Abandonment Notices shall be filed only after all requirements, including reclamation, have been completed, and the operator has

determined that the site 1s ready tor tinal inspection )

This well has been permitted SWD, (will be sending C-108 package for your Review, before re-sending to OCD for Re Per-mitting) permit -
expireed 09/17/2011 for no Injection. Well currently has (approx) 5000' 2-7/8 " and a 4.5" Tension packer hanging in hole Well needs new

wellhead for it to hold pressure.

Failure to show tension packer and
. tubing in hole as per remarks on this
page. Well bore diagram need to

depict actual condition of well bore and
equipment.

SEE A77#cvéD

ACCEPTED FOR RECORD

0CT-2 1 201
/s/ JD Whitlock Jr

BUREAU OF LAND MANAGEMENT
CARLSBAD FIELD OFFICE

J b7 oz Asger AY6. 25 200 Abreenonyr

14 Thereby certify thatthe foreg'oing 1strue and correct
Name (Printed/Typed)

Dan Johnson Title Managing member

(= (O-26-257/

Date

P
soun Lol Jote
=

09/12/2011

/A HIS SPACE FOR FEDERAL OR STATE OFFICE USE

Date

Approvedy Title
Conditions of approval, if any, are attached Approval of this nofice does not warrant or
certify that the applicant holds legal or equitable title to those rights m the subject lease Office

which would entitle the applicant to conduct operations thereon

Title 18 USC Section 1001 and Tule 43 US C Section 1212, make ita crime for any person knowingly and willfully to make to any department or agency of the Unted

States any false, fictitious or fraudulent statements or representations as to any matter withm 1ts jurisdiction

(Instructions on page 2)

ocT 2 6 201
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NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Govemor . Director
Joanna Prukop ] Oil Conservation Division

Cabinet Secretary
*Response Required — Deadline Enclosed*

Underground Injection Cantrol Pragram
"Protecting Our Underground Sources of Drinking Water”

02-Jun-10

DC ENERGY LLC
105 OSCAR LANE
DALLAS GA 30132-

LETTER OF VIOLATION and SHUT-IN DIRECTIVE
Failéd Mechanical Integrity Test

Dear Operator:

The following test(s) were performed on the listed dates on the following well(s) shown below in the test detail section.

The test(s) indicates that the well or wells failed to meet mechanical integrity standards of the New Mexico Oil Conservation
Division. To comply with guidelines established by the U.S. Environmental Protection Agency, the well(s) must be shut-in
immediately until it is successfully repaired. The test detail section which follows indicates preliminary findings and/or
probable causes of the failure. This determination is based on a test of your well or facility by an inspector employed by the Oil
Conservation Division. Additional testing during the repair operation may be necessary to properly identify the nature of the
well failure. ’

Please notify the proper district office of the Division at least 48 hours prior to the date and time that the well(s) will be retested
so the test may be witnessed by a field representative.

MECHANICAL INTEGRITY TEST DETAIL SECTION

CROSBY DEEP No.003 30-025-11870-00-00
Expired TA Oil (Producing) J-33-258-37E
Test Date: 6/2/2010 Permitted Injection PSI: Actual PSI:
Test Reason:  5-year Test Test Result: F Repair Due: 9/5/2010
Test Type: Std. Annulus Pres. Test FAIL TYPE: Casing FAIL CAUSE:

Comments on MIT: ~ Well will not hold pressure, Did not keep chart.

Oil Conservation Division * 1625 N. French Drive * Hobbs, New Mexico 88240
Phone: 505-393-6161 * Fax: 505-393-0720 * http://www.emnrd.state.nm.us



In the event that a satisfactory response is not received to this letter of direction by the "Repair Due:" date shown above, or if
the well(s) are not immediately shut-in, further enforcement will occur. Such enforcement may include this office applying
to the Division for an order summoning you to a hearing before a Division Examiner in Santa Fe to show cause why you
should not be ordered to permanently plug and abandon this well. Such a hearing may result in imposition of CIVIL
PENALTIES for your violation of OCD rules.

Sincerely, W W
[4

Hobbs OCD District Office

Note: Pressure Tests are performed prior to initial injection, after repairs and otherwise, every 5 years; Bradenhead Tests are performed annually.
Information in Detail Section comes directly from field inspector data entries - not all blanks will contain data. "Failure Type" and "Failure Cause” and
any Comments are not to be interpreted as a diagnosis of the condition of the wellbore. Additional testing should be conducted by the operator to
accurately determine the nature of the actual failure. * Significant Non-Compliance events are reported directly to'the EPA, Region VI, Dallas, Texas.

Oil Conservation Division * 1625 N. French Drive * Hobbs, New Mexico 88240
Phone: 505-393-6161 * Fax: 505-393-0720 * htp://www.emnrd.state.nm.us



Ngw Mcx1co [ nergy, Mmcralb ancﬂ Natural Resources Department

Bill Richardson

Governor
Jim Noel Mark Fesmire
Cabinet Secretary Division Director

Oil Conservation Division
Karen W. Garcia
Deputy Cabinet Secretary

Administrative Order SWD-1233
August 17,2010

ADMINISTRATIVE ORDER
OF THE OIL CONSERVATION DIVISION

Under the provisions of Division Rule 26.8B., DC Energy, LLC seeks an administrative
order to utilize its Crosby Deep Well No. 3 (APl 30-025-11870) located 1980 feet from the
South line and 1980 feet from the East line, Unit Letter J of Section 33, Township 25 South,
Range 37 East, NMPM, Lea County, New Mexico, for produced water disposal purposes.

THE DIVISION DIRECTOR FINDS THAT:

The application has been duly filed under the provisions of Division Rule 26.8B.
Satisfactory information has been provided that affected parties as defined in Rule 26.8B.(2)
have been notitied and no objections have been received within the prescribed waiting period.
The applicant has presented satisfactory evidence that all requirements prescribed in Rule 26.8
will be met and the operator is in compliance with Division Rule 5.9.

IT IS THEREFORE ORDERED THAT:

The applicant, DC Energy, LLC, is hereby authorized to utilize its Crosby Deep Well No.
3 (API 30-025-11870) located 1980 feet from the South line and 1980 feet from the East line,
Unit Letter J of Section 33, Township 25 South, Range 37 East, NMPM, Lea County, New
Mexico, tor disposal of oil field produced water (UIC Class Il only) into the Fusselman
tormation through perforations from 8657 feet to 8695 feet through lined tubing and a packer set
within 100 feet of the disposal interval.

From the date of this permit and the next time the packer is unseated, the operator shall
plug back this well to within 200 feet of the permitted disposal depths with cast iron bridge plug
and cement.

IT IS FURTHER ORDERED THAT:

) The operator shall take all steps necessary to ensure that the disposed water enters only
the proposed disposal interval and is not permitted to escape to other formations or onto the
surface.

Oil Conservation Division * 1220 South St. Francis Drive

* Santa Fe, New Mexico 87505 B .
* Phone: (505) 476-3440 * Fax (505) 476-3462* http://www emnrd.state.nm.us _X‘




Administrative Order SWD-1233
DC Energy, LLC

August 17, 2010

Page 2 of 3

After installing tubing, the casing-tubing annulus shall be loaded with an inert fluid-and
equipped with a pressure gauge or an approved leak detection device in order to determine
leakage in the casing, tubing, or packer. The casing shall be pressure tested from the surface to
the packer setting depth to assure casing integrity.

The wellhead injection pressure on the well shall be limited to no more than 1731 psi. Ih
addition, the disposal well or system shall be equipped with a pressure limiting device in
workable condition which shall, at all times, limit surface tubing pressure to the maximum
allowable pressure for this well.

The Director of the Division may authorize an increase in tubing pressure upon a proper
showing by the operator of said well that such higher pressure will not result in migration of the
disposed fluid from the target formation. Such proper showing shall be demonstrated by
sufficient evidence including but not limited to an acceptable Step-Rate-Test.

The operator shall notify the supervisor of the Division’s district office of the date and
time of the installation of disposal equipment and of any mechanical integrity test so that the
same may be inspected and witnessed. The operator shall provide written notice of the date of
commencement of disposal to the Division’s district office. The operator shall submit monthly
reports of the disposal operations on Division Form C-115, in accordance with Division Rules
26.13 and 7.24. ' '

Without limitation on the duties of the operator as provided in Division Rules 30 and 29,
or otherwise, the operator shall immediately notify the Division’s district office of any failure of
the tubing, casing or packer in the well, or of any leakage or release of water, oil or gas from
around any produced or plugged and abandoned well in the area, and shall take such measures as
may be timely and necessary to correct such failure or leakage.

The injection authority granted under this order is not transferable except upon division
approval. The division may require the operator to demonstrate mechanical integrity of any
injection well that will be transferred prior to approving transfer ot authority to inject.

The division may revoke this injection permit after notice and hearing if the operator is in
violation of 19.15.5.9 NMAC.

In accordance with Division Rule No 26.12.C., the disposal authority granted herein shall
terminate one year after the effective date of this order if the operator has not commenced
injection operations into the subject well, provided however, the Division, upon written request,
mailed by the operator prior to the termination date, may grant an extension thereof for good
cause. One year afler disposal into the well has ceased, the authority to dispose will terminate
ipso facto.

Compliance with this order does not relieve the operator of the obligation to comply with
other applicable federal, state or local laws or rules, or to exercise due care for the protection of
tresh water, public health and safety and the environment.



Administrative Order SWD-1233
DC Energy, LLC

August 17, 2010

Page 3 of 3

Jurisdiction is retained by the Division for the entry of such further orders as may be
necessary for the prevention of waste and/or protection of correlative rights or upon failure of the
operator to conduct operations (1) to protect fresh or protectable waters or (2) consistent with the
requirements in this order, whereupon the Division may, after notice and hearing, terminate the

disposal authority granted herein.

E FESM!RE P.E.
Actmg Director

MEF/wvj;

cc: Oil Conservation Division — Hobbs



