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January 15, 2015

The Honorable Larry Teague, Chairperson
The Honorable Lane Jean, Chairperson
C/o Ms. Marty Garrity

Joint Budget Cornmittee

Room 315, State Capitol

Little Rock, AR 72201

Dear Senator Teague and Representative Jean:

In accordance with Section 7 of the Arkansas Qil and Gas Commission FY 2014-2015
Appropriation Act requiring quarterly reporting of activity in the Fayetteville Shale, the attached
summary and supporting documentation is provided to the Arkansas Legislative Council and the
Leglslative Joint Budget Committee.

Included in this quarterly report are the following:

(1) Summary of Arkansas Qil & Gas Commission Activity in the “Fayetteville Shale;”

(2) Summary of Notices of Non-Compliance issued to companies operating in the
*Fayetteville Shale;" and

(3) Summary of Notices of Violations issued to companies operating in the “Fayetteville
Shale.”

If you have questions or require additional information please do not hesitate to contact my
office.

Sincerely,

=

Lawrence E. Bengal
Director

COMMISSION MEMBERS
Chad White, Chairtnan, Magnolia
'W. Frank Maorledge, Vice-Chaimnan, Forrest City
Chartes Wohdford, Fort Smith » Mike Davis, Magnolia
William L. Davwddne, Ir., Forl Smith » Jerry Langley, Smackover
Chris Weiser, Magnolia = Jim Phillips, Smackover
Georpe Cacder, Searcy

An equal oppostunity employer ‘




AOGC Fayetteville Shale Activity Report
To Be Presented to the Arkansas Legislative Council
Reporting Period: October 1, 2014 through December 31, 2014

1. Inspection Staff

A. Number of Full Time Inspector Staff (Statewide) 16*
*(1 vacancy in South Arkansas outside Fayetteville Shale area)

B. Number of Part Time Inspector Staff {Statewide) . s sie e esnsnsreemsorrssssissarsiise 2

C. Number of Full Time Inspector Staff (Fayetteville Shale Only) T
**(2 vacancies during quarter)

D. Number of Part Time Inspector Staff (Fayetteville Shale Only) 2

2. Inspection/Compliance Reviews

A. Number at Field Inspections Conducted 2563

B. Number of Compliance Reviews CONAUCLEM ......cccmrmerimmrosmssssssmmmamsnsssssssssssesssnssmrses 1277
{1) Form 2 Drilling/ Fracture PerMitu... s smisss sssssmsssmsmssnssesesssassssssssosss 148
(2) Form 2A Drilling Pit Construction a7
(3) Porm2B Drilling Pit Closure 70
(4) PForm 3 Completdon Report 110
(5) Form 3A Fracture Stimulation Report 109
(6) Form 4 Authority to Commence Producton e ecsssmmsmmianssssssssnsansss 101
(7) Form 12 PIUBBING REPOTTmmssmissioisnossisisissscssns e mmemsesmsessossesessesstsusasssssssessassass sesers 6
(8) Form 13 Production Test.......ouwumemmmmnmsmmmonimicmsemessrsssssmmai s s 128
(9) Form 14 Monthly Disposal Well Report.. 38
(10) Form 23 Well Transfer REPOIT s et siorsssssmossissssssssarsmmessssasss vosen 1
{11) Form 24 Fire, Leak, Spill, Blowout Incident Report. 8
(12) Form 25 Cross Unit Well Review 124
(13) Form 33 Temporary Abandonment 20
(14) Casing Setting Notice 327
(15) Form 38 Nodce of Well Servicing [Disposal Wells) w3

3. Complaints ReCEIVRA .........coememinanioniionsmmmienmersensenmme ssssmsseerssss sorsssssnsrassss seres oo 3

A. Resolved without Field INVESHEAUON ..o iormemeemsrmssamssrarrmmarmmmsssrasssssssastssmamsrnras smesmssarasess 0

B. Complaints Requiring Field Investdgatdon 3

C. Invesdgations Resulting in Enforcement Actions 0

4, Enforcement
A, Number of Notices of Non-Compliance (NNC) ISSued ..o ironssiemmsneecrnensermsrrssnson 6
(1) Operations-RElatBd NNCS......oemmencmmm s mammamarassomsssssssessesmssesssssssessssuren ]
(2) Administrative-Related NNCs (]




AOGC Fayetteville Shale Activity Report

Page 2 of 2
B. Number of Notices of Violation (NOV) Issued 2
(1) Operations-Related NOVs Y-
(2) Administrative-Related NOVs 0

C. Number of Cessation Orders Issued 0
D. Number of Violations and/or Commission Orders Resulting in Civil Penalties.......0

. jJudiclial Actions {See Summary Page for Details)

A Number of Actions Filed (appeal of AQGC order) 0

B. Number of Actions Resolved or Concluded 0
. Inspection / Compliance Reviews Anticipated Next Quarter 3500
. Detail Report / Summary

A Section 4D - Civil Penalties

None

B. Section 5 - Judicial Action

None



AOGC Fayetteville Shale Activity Report
Summary & Report of Notices of Non-Compliance
Reporting Period: October 1, 2014 through December 31, 2014

Operators Recefving Notices of Non-CompHance {NNC)
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ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Liits Rock Offiea Fort Swiifh Reglogal Offfes £l Durade Rugional Office.
M1 Natorel Resspress Drive 1309 Fhoeuix Avente 213 Wt Hilaboro
Baite 10t Fort Smith AR T2503 Bl Drradoy AR 71730

- Littke Roels, AR 7XHIM Fhone: (579) G40-6411 Phopat (F70) BEM-EDES
Phone: {301) 643-8414 FAX: (479) 600-7id4e FAX: (370)ds1ann

Fax:  (301) 683-591B

NOTICE OF NON-COMPLIANCE

Octaber 21, 2014

Isgued to:

SEECO, Inc.
516 W. Greens Road
Houston, Texas 770687

Aftention: Mr. Paul W. Geiger

Location of Violation:

Permit # 46964
SEECO, Inc.: Mullenax 08-17 #2-26H23
Section 25 - 08N - 17W

B-43 Field
Conway County, Arkansas
Rulg' and Des n iance:

General Rule B-43 ) siates “Wells completed in and producing from only unconventional sources of supply,
within the covered |ands, shall report on a form prescribed by the Direotor, the highest twenty-four )Enour
production rate during the first forty (40) days of production, which form shall be flled within sixty (60) days of
the date of first production from the well.” The date of commancement of production for the above referenced
well was ust 12, 2014. The well should have been tested by September 21, 2014 and recsived in the Fort
Smith office by QOctober 11, 2014.

d Action{s}):

The permit holder is hereby notified of this Non-Compliance issue and is instructed to comply with Commission
Ruies. The parmit holder ie further notified o provide the Commisslon with the required reports within thirty
(30) daye of this letter. Failure to comply with the terme of this Notice of Non-Compliance prior to the deedlines
set forth within this document shall result in a Notice of Violation being issued by the Director of Produstion and
Conservation.

COPY

Marcia Nicko
Fort Smith Regional Office
Arkansag Qil and Gas Cominiasion

Caso ¥ 208452 | | 4



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Lintly Boch Offize Fart Smith Begloaal Oficn El Dirads Reghmal Offics
I Mwicral Resouress Drive 3309 Fhoeala Avenae 115 West Hillsboro

Buile LD Fort Baith, AR 7963 Fl Derada, AR 71738
Linfte Rock, AR TX4 Fhoner (479) 646-6611 Fhooes (§70) H62-9968
Phoae (901) 6535314 FAXI (4T9) 67536 FAX: (I70) BX-8423

Faxr  (301) SE-SRIB

NOTICE OF NON-COMPLIANCE

Date Maileg:
October 21, 2014

Issyed to:

SEECO, Inc.
516 W. Greens Road
Houston, Texas 77067

Attention: Mr. Paul W. Geiger

" Location of Violation:

Permit#47121 -

SEECOQ, Inc.: Hoyt 08-17 #1-23H22
Section 23 -08N - 17W

B-43 Field

Conway County, Arkansas

or Al ] nd Description of ampllance:

General Rule B-43 |) states “Wells completed In and producing from only unconventional sources of supply,
within the covered lands, shall report on a form prescribed by the Director, the highest twenty-four (24) hour
production rate during the first forty (40) days of production, which form shall be filed within eixty (80) days of
the date of first production from the well.” The date of commencement of production for the above referenced
wall was August 19, 2014, The well should have besn tested by September 28, 2014 and received in the Fort
Smith office by October 18, 2014.

Raegquirggd Actlon(s):

The pamit holder is hersby notifled of this Non-Compliance {gssue and is instructed to comply with Commission
Rules. The permit holder ig further notified to provide the Commission with the required reports within thirty
{30) daye of this letter. Failure to comply with the terms of this Notice of Non-Compliance prior to the deadlines
set forth within this document ahall result in a Notice of Violation being issued by ths Director of Production and
Congervation,

CORY

Marcia Nicko
Fort Smith Regional Office
Arkansas Qil and Gas Commission

Case # 206453



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Liitle Raogk Office Fowt Gmith Reglunal Offive A Durado Regional Oflies
301 Netorsl Eevevas Drive 3309 Phagaly Avewnp I3 ' Wat Hillabaro
Exits 100 Fort Smily, AR, 7T EBargdn, AR TIT3}
Linte Rock, AR TIMN Phumee (4797 5054011 Py (F70) B62-4068

Fhoma (501) EIS814 FAX: (475) 680 RAX: (RO 8C1A328
Fo: (1) 603816

Notice of Non-Compliance
Dato Mailed:
October 20, 2014
lssued to: Loca 8:
Atin: Mr. Paul W. Gei Permit #38384
SEECQO, Inc. -~ SEECO — Scroggins #1-14H
515 W, Greens Road Saction 14-08N-14W
Housgton, TX 77067 B-43 Area

Faulkner County, Arkaneas

Rule Citation:

General Rule B-7 (d) All cased wells utilized for oil, gas or brine praduction, water supply or injection purposes,
enxcept such holes as are described in Rule B-10, shall be plugged and abandoned In accordance with
applicable commission rules after the well haa been idle for more than 24 months, or soaner should the
Director determine that the caeed well presents a risk of contamination to the enviranment or a riak to pubfic
eafety, uniess an application ks filed to request temporary abandonment status for the well in accordance with
subparagraph h). Upon auch determination by the Director or if temporary abandonment status is denied, the
Permit Holder shall commence plugging the well within 30 days aflsr notification by the Director. Faflure to
commence plugging the well within 30 days aftar nofffication by the Director may result In the initiation of well
abandonment procsadings in accordance with General Rule G-1.

V1 on:
The Iast date of praduction on the above referenced well was September 2012,
Acti d:

The Pemit Holder Is hereby notified of this Notice of Non-Compliance and is inatructed to comply with the
requirements of General Rule B-7. B-7 (d) requires the Permit Holder to commenca plugging within thirty (30)
daye. B-7 (h) allows the temporary abandonment of tha well for a periad not to exceed three (3) years from the
date of approval by the Director. The Permit Holder is required to submit a Form 33 “Application for Temparary
Abandoned Well Status” or commencs plugging operations. Failure to comply with the terms of this Notice of
Non-Compliance or recaive an extenaion of time prior to the deadiines set forth within this document may result
in a Notice of Violation being issusd by the Direclor of Production and Consarvation.

Steve Gates

Assistarmt Director

Fort Smith Regional Office
Arkansas Oil and Gas Commlasion

Caso #208457



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Little Rock Oflies Fort Buils Begional Offles Bl Durwle Bagisnal Offics
$0), Neturpl Resperers Drive 3309 Phosaix Avens 1215 Wast Hilisherra
Roiye 1M Fort fwith, AR TS El Deruds, 4R TIT0
Litttn Rock, AR MY Phune; {£79) $45-4611 Finss (990) 62496

Plmos (301) 653-5914 PAX: (479)0OLTISS FAR) {070} BE3-ND
Pne  (301)6B3-S318

Notice of Non-Compliance

Date M :
" Qctaber 26, 2014
Issged to: Lo lance:
Atin: Mr. Paul W, Ge Permit #45768
SEECO, |r::.j oer SEECO - Ozark Hightands Unit 6-18 #4-7H
516 W. Greens Road Section 7-8N-18W
Houston, TX 77087 B-43 Area

Conway County, Arkansas
I n:

General Rule BE-7 (d) All cased wella utlilzad for off, gas or brine production, water supply or injaction purposes,
except such holes as are described in Rule B-10, shall be plugged and abandoned in acoondance with
applicable commission rules after the well has been kile for more than 24 months, or sooner should the
Director detarmine that the cased well presents a risk of cortamination to the environment or a risk to public
safety, uniess an appilication Is flled to request tamporary abandonment status for the well in accordance with
subparagreph h}. Upon such determination by the Director or If temporary abandonment etatus le denled, the
Permit Holder shall commenca plugging the well within 30 days aftar noiification by the Director. Failure to
commencs plugging the well within 30 daye after notification by the Direcior may result in the inttiatian of well
abandonment procesdings in accordance with General Rule G-1.

cription on:

The above referenced well was completed on August 22, 2012 and has never produced.

Action Reguired:

The Pemmnit Hoider is hareby notifled of this Notice of Non-Compliance and is instructed to comply with the
requiremenis of General Rule B-7. B-7 (d) requires the Permit Holder to commeance plugging within thisty (30)
days. B-7 (h) alows the temporary ebandonmentt of the wel for a period not to exceed thres (3) years from the
date of approval by the Director. The Parmit Holder ia required to subm!t a Form 33 "Application for Temporary
Abandoned Well Statue® or commencs plugging operations. Fallure to comply with the terms of this Notice of

Non-Complancs or recalve an extansion of time prior to the deadiines set forth within this document may reault
In a Natice of Violation being issued by the Director of Production and Conservation.

Steve Gatas

Assistanl Direclor

Fort Smith Reaglonal Office
Arkaneas Ol end Gas Cammission

Cane #206461 g



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

LitFle Haek Offics Fort Smith Brgiunt Offics Kl Dorndo Reglenal Ofticx
301 Nistwrsl Rmaerees Dylve 3309 Phrornlx Avenue 1214 Weet Hilshoro
Galte M0 Fort Smith, AR 72903 B Darudo, AR 7170
Lits Rock, AR 729 . Phme (§9) M45-0511 Phaom (570 BO-1963
Phoas: (301) GD-S514 FAX) {479 645-7636 FAX: (970) 853-8Y2)

Foxr  (301) G3-a3iA

Notice of Non-Compliance
Detie Mllod: '
 November 5, 2014
lesyed to: Location of Non-Compllance:
XTO Enery, Inc. Permit # 48405
210 Park Avenue, Ste. 2350 XTO Energy — Hill #5-21H
Okiashoma City, Oklahoma 73102 Section 21-11N -1 1W
B-43 Field
Aftn: Mr. John Doemer i Clebume County, Arkansaa '
Rule Cltation and Description of Violation: Genera! Rule D-8 and D-14

Arkansas Qil and Gas Commission (Commission) General Rule D-8 b} requires the permit holder to
file a monthly gas report (Form 7) for any well that is not plugged end abandoned. The above-named
well commenced production on August 13, 2014. This well was not reported on the Form 7 for the
month of August 2014 and, therefors, is delinquent.

General Rule' D-14 B) requires the person selling gas at the first point of eaks, who is hereby defined
to be the parly initlally responsible for distributing the 1/8 royally interest ehall, before paying for the
production, deduct nine (8) mills for every thousand cubic feet of gas produced and removed from the
lease sach month, and remit the amounts so deducted to the Commission at the same time and
perlods as said purchasers make their regular gas paymenis. Thia gas assesement has not been
paid for August 2014.

Action Required:

The permit holder is hereby notified of this Non-Compliance issue and is instructed to comply with
Commission Rules. The permit holder is further natified to provide the Commission with the required
reports within thirty (30) days of this letter. Failure to comply with the terms of this Notice of Non-
Compliance prior to the deadiines set forth within this document shall resuit in a Notice of Violation
being issued by the Director of Production and Conservation.

CORY

Marcia Nicko
Fort Smith Regiona! Office
Arkansas Oll and Gas Commiesion

Case #206465 q



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Liite Roch Officn Fort Bmirh Bagless) Offes H Boywde Raglesal Dilllcs
301 Nntoral Resqurcey Debre 3309 Phoeolx Aveome 1218 Wt Hluborw

= 102 Fort Smith AR T B Doradn, AR 71T
Liis Rock, AR T2209 Fhooe= {4759 G46-56811 Faousg () 634965
Phamn (301) 5835814 FAX: (479) 043-7584 FAX: (SHI)BELESD

P (%01) SEMA10

Notice of Non-Compllance
Date
. November 5, 2014
Jssued to: Location of Non-Compliance;
XTO Energy, Ino. Permit # 47081
210 Park Avenus, Ste. 2350 XTO Energy — Riddle #2-26H20
Oklahoma Clty, Oklahome 73102 : Section 20~ 11N - 11W
B-43 Field
Aftre Mr. John Doerner Clebume Countty, Arkansae

Rule Citalion and Description of Yiolation: General Rule D-B and D-14

Arkansas Oil and Gas Commigsion {Commisalon) Genenal Ruls D-8 b) requires the permit holder to
file a monthiy gas report (Form 7) for any well that is not plugged and abandoned. The above-named
well commenced production on August 14, 2014. This well was not reported on the Form 7 for the
month of August 2014 and, therefore, is delinquent.

General Rule D-14 B) requires the person selling gas at the first point of sale, who ie hereby defined
to be the party initlally responsible for distributing the 1/8 royalty intsrest shall, before paying for the
production, deduct nine (8) mills for every thousand cubic feet of gas produced and removed from the
lease each month, and remit the amounts so deducted to the Commission at the same time and
periods as saeld purchasers make their regular pas payments. This gas assessment has not been
paid for August 2014.

Action Requlred:

The permit holder is hereby notifled of this Non-Compiiance issue and is instructed to comply with
Commiesion Rules. The pesmit holder is further notified to provide the Commission with the required
reports within thirty (30) days of this letter. Failure to comply with the terms of this Notice of Non-
Compliance prior to the deadlines set forth within this document shall result in a Notice of Violation
being issued by the Director of Production and Conservation.

CORY

Marcla Nicko
Fort Smith Regional Office
Arkansas Oil and Gas Commisaion

Cﬁa#m |0



AOGC Fayetteville Shale Activity Report
Summary & Report of Notices of Violations
Reporting Period: October 1, 2014 through December 31, 2014

Operators Recelving Notices of Violations {(NOVs)

1. Denali iron and Disposal, LLC

|1



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Litis Rack Qffico Fort Botth Bagiona! Offles El Dorndo Reglasal Oflen
Tl Natesd Rawourees Drtve 2130% Phoantx Averue 15 West Hillabere
Sotin 102 Fuord Bmifh, AR T290 £ Doradn, AR TITH
Limis Roelg, AR 71208 Phaae: (479) G45-6611 Plamee (870} §62-4965
Fhoas (301) 6E-5814 PAXM: ATS) G766 FAX: @) 86-8823
Faus  (S01) 6E3-5018
e
NOTICE OF VIOLATION
Datg Mailed: October 6, 2014 Certifled Majl #: 1 7108 2133 3030 2367 8401

lasued fo;
Denali Iron and Dieposal, LLC

201 S. Denver Ave., Suite B
Rusaellville, AR 72801

ATTN: Mr. Rusty Janssen

La of n;

Pormit # 33518

Duenali - Jessica # 1-4 SWD
Section 4-8N-1TW

B-43 Area

Conway County, Arkansas

Denali iron and Dlspos-al LLC (permhH hulder) I8 In violation of General Rule H-3(g) which requires the wellhead to be
mahtalned In leak-free condition, During a recent inspection, the well was found fo be leaking injected flulds from the
wellhead area.

e d ant

The permit holder is heraby lesued & Netice of Vialation (NOV) for not maintaining the well in @ leak-free condition. No
further abatements required at this time as the permit holder has given notice of repairs to the wellhead.

" Enforcgiment Action:

tf the permit holder faiis to comply with this NOV and the wellhead is found to not be in a leak-free condillon, the Director
shall request, after notice and hearing, a civil pensity assessment in the amount of up to $2,600.00 for fallure to comply
with the General Rules and Reguletions of the Commission. The Director may also request the assessment of addltional
NIl penalties in the amount of up to $2500.00 per dgy for each and every day of continued fallure fo comply with
Commigslon General Rules and Regulations far exceeding maximum Imac.tlan pressure,

[0 ElDorads Regiondal Office E Fort Smith Reglonal Office O Lite Rock Office

in accordance with General Rule A-G, you may reques! a Direcior's Review of this Notica of Violation by notifying the
Diractor within 30 calendar days of the mailing or personal delivery of this Notioe of Violetlan. The request must be in
‘writing, and Include any imformation in mitlgation of the violation, and may include a proposed alternative to the required

action neaded to abate the violation, Fallure to request a Director's review within 30 days shall result in the Nntlee of
Viglation beoclning a final administrative declsion of the Commission.

Stove Gates
Assistant Diractor
Fort Smith Reglonal Offlce

Case # 206444



ARKANSAS OIL AND GAS COMMISSION
NOTICE OF ENFORCEMENT ACTION

Livthe Rock (e Fort Brtth Reglarl Offfen D Duudo Beglaxl O
. Nataral Raprurces Deive 0 Phwenis Avecan 219 West HIlxharo
Hallle 107 Fort Bmltk, AR 7296 N Dumde, AR 71730
Littis Rack, AR T2315 Phene: (£79) Sab-al11 Phanee (S0 GE1-4068
Phoeve (901)EK-5014 FAX: (479) 645-Tsse FAX: (FPO)OR-4ET

Fox: (S01)€N8-5818

NOTICE OF VIOLATION

Datp Malled: December 4, 2014 Cortified Mgll & 017199 0081 7032 1676 4212
Isqued to:

Denali iron and Disposal, LLC
201 8. Denver Ave,, Sulte B
Russsllvilie, AR 72801

ATTN: Mr. Rusly Janssen

Location of Violation:

Permit # 33518

Deanall - Jassica #1-4 BWD
Saction 4-ON-17W

B-43 Aran

Comway County, Arkansas

Rule Citatie

Dapali fron and Dwosel. e (pumk helder) Is in violation of General Rule H-3(g) which requires the wellhegd to be
maimtained in [sak-lree condition. During & recent Inspeciion, the well was found to be |eaking Injected fiuids from the
welhead area. This s the second Motice of Viclation for this lasue. The previous Nofice of Violation wes Issued in
October, 2014,

Required Abgtement Action(sh:

Tha permit holder is hereby [ssued a Notice of Violation (NOV} for nat maintatning the well ih a leak-free condiion. Upon
recaipt of this Notices, the welihead is to be repaired immediaiely and retumed o a (eak-free condition,

Enforegment Action;

if the permit holder fails o comply with this NOV and the welihead is founid to not be in a leak-fres condition, the Director
shall request, after notice and hearing, a civll penally assesament in the amount of up to $2,500.00 for fafme o comply
whth the Genere! Rules and Regulations of the Commisaion. The Director may also request the assessmant of additianal
chvil penaities in the amount of up to §2600.00 per day for each and evary day of continued fallure to comply with
Commiesion Ganaral Rules and Regulaﬂone for exceexing meximum injsction pressure.

[d El Dorado Regional Office E Fort Smith Regional Office D Little Rock Office

In accordance with Generad Rule A-5, you may request a Direcior's Review of this Notica of Violation by notifying the
Director within 30 calendar days of the mailing or personal delivery of this Notice of Violation. The request must be in
writing, and include any Information in mitigation of the viclation, and may include a proposed altemative b the required
adion needed to ebates the viclation. Failure to request a Diractor's review within 30 days shall result In the Notice of
Vlulwan bwomlng a final administrative decision of the Comumlsston.

StaveGatu
Assistant Director
Fort Smith Regional Office

Case #208483



