RAILROAD COMMISSION OF TEXAS
HEARINGSDIVISION

OIL AND GASDOCKET NO. 09-0297001

ENFORCEMENT ACTION AGAINST TRI ENERGY RESOURCES, INC. (OP. NO. 868574) FOR
VIOLATIONSOF STATEWIDERULESONTHEMAMIEMCFADDINWARD -A-(19924) LEASE,
WELL NO.2W, LITTLE GIANT (TANNEHILL) FIELD, KNOX COUNTY, TEXAS

FINAL ORDER

The Commissiol finds that aftel statutor notice the captione: enforcemer proceedin was heard

by the examine on Septembe 10, 201% anc that the respondent, Tri Energy Resources, Inc. (@p.
868574) failed to appea or respon:i to the Notice of Opportunity for Hearing Pursuar to § 1.49 of the
Commission' Genere Rules of Practict anc Procedur [Tex. R. R. Comm'n 16 TEX. ADMIN. CODE §
1.49] anc aftel bein¢ duly submitte( to the Railroac Commissiol of Texa« al conferenc helc in its offices
in Austin, Texas, the Commission makes the follgifindings of fact and conclusions of law.

FINDINGS OF FACT

Tri EnergyResource:Inc. (Op.No.868574) (“Respondent” was giver Notice of Opportunityfor
Hearing by certified mail, addressed to the mos¢me Form P-5 (Organization Report) address.

Thecertifiecenvelopicontainin¢the Original Complain ancthe Notice of Opportunityfor Hearing,
was signecfor onJune 30,2015 The electronic receipt is included in the &led has been on file
with the Commission for 15 days, exclusive of tlag df receipt and day of issuance.

On May 12, 2015 Responden a Corporation filed ar Organizatiol Repor (Form P-5) with the
Commission reportir thatits officers consiste of the following individual(s): Robert Arrowood,
President and Cathy Arrowood, Vice President.

Robert Arrowood, was in a position of ownership ontol of respondent, as defined by Texas
Natura Resource Code Sectior 91.114 during the time perioc of the violations of Commission
rules committed by respondent.

Cathy Arrowood was in a position of ownership or control of respondentdatined by Texas
Natura Resource Code Sectior 91.114 during the time perioc of the violations of Commission
rules committed by respondent.

Respondel designate itself to the Commissiol as the operato of the Mamie McFaddir Warc -A-
(19924 Lease Well No. 2W, by filing a Commissiol form P-4 (Certificate of Compliance and
Transportation Authority), effective August 19, 20approved September 8, 2011.

The applicant’'s Commission Form P-5 became deéngjon August 1, 2015. Respondent had a
$50,000 cash deposit as its financial assurancehvexpired on July 31, 2015.

The violations of Commission rules committed byp@sdent ar relatec to safety and the control
of pollution.
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Commission district inspections were conducte#epruary 17, 2015, May 1, 2015, and May 11,
2015 for the Mamie McFaddin Ward -A- (19924) Lea3#e sign or identification required by
Statewide Rule 3(2) to be posted at Well No. 2W migsing.

Commission district inspections were conducteé&ebruary 17, 2015, May 1, 2015, and May 11,
2015 for the Mamie McFaddin Ward -A- (19924) LeaS#e sign or identification required by
Statewide Rule 3(2) to be posted at the tank hyattas missing.

Failure to properly identify a well by the postiof the sign required by Statewide Rule 3 has the
potential for causing confusion and delay in renmeglg violation or emergency and poses a threat
to the public health and safety.

The Respondent has not demonstrated good iiatth i failed to timely plug or otherwise placeth
subject lease and subject well in compliance dfeeng notified of the violations by the District
Office and failed to appear at the hearing to ergta inaction.

Commission District office inspection reportsidacted on made on February 17, 2015, May 1,
2015, and May 11, 2015, for the Mamie McFaddin Wakd (19924) Lease indicates that
Respondent caused or allowed an authorized diselodgude oil and waste water to affect an area
of soil within firewall measuring 60' x 40' x 1M a free standing area of water and crude oil
estimated at eighty barrels. Inspection repods ahow that Respondent caused or allowed an
additional unauthorized discharge of oil measulg ‘ x 6' 1' x 3' to affect an area outside the
firewall along the lease road.

No permit has been issued to Respondent fodifeharge of oil and gas wastes on or from the
subject lease.

The unpermitted discharges of oil and gas wastesher substances or materials on the subject
lease constitute a hazard to public health andyshicause leaks and spills of oil and produced
waters onto soils can migrate into surface watdrdscausing contamination or can leach into the
ground and percolate through soils into groundwsii@plies.

A review of Commission records indicated tha Mamie McFaddin Ward (19924) Lease was
permitted as a secondary recovery well on Jun@3R (Permit No. 09015). Commission records
further show that the Commission Form H-5 (mechalnidegrity pressure test) due on March 30,
2011 was filed and the well has not been plugged.

Usable quality groundwate in the aret is likely to be contaminate by migration: or discharge of
saltwate anc othei oil anc gas waste from the subjec wells. Unplugged wellbores constitute a
cognizable threat to the public health and safegabse of the probability of pollution.

Respondent has no prior history of violations of@assion rules.

CONCLUSIONSOF LAW

Proper notice was issued by the Railroad Comamnsg respondent and all other appropriate
persons legally entitled to notice.
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All things necessary to the Commission attaifumigdiction over the subject matter and the partie
in this hearing have been performed or have ocdurre

Respondent is responsible for maintaining thgestidease in compliance with all applicable
Commission rules and for properly plugging the sabjvell according to Statewide Rules 14, 58,
and 79 and Chapters 89 and 91, Texas Natural Re=o@ode.

The documented violations committed by the redpahconstitute acts deemed are deemed serious,
and a hazard to the public health, and demonsidaiek of good faith pursuant to TEX. NAT. RES.
CODE ANN. §81.0531(c) (Vernon 1993).

Respondent is in violation of Statewide Rule8(8)(1), and 46(j).

Respondent is responsible for maintaining thgestibease in compliance with Statewide Rule 3,
which requires that each property that produceggas or geothermal resources and each oil, gas
or geothermal resource well and tank, or other@pgat crude oil measuring facility shall post signs
or identification.

Respondent is responsible for maintaining thgestitease in compliance with Rule 8(d)(1), which
prohibits the discharge of oil and gas wastes witlaopermit.

Respondent is responsible for maintaining thgestitease in compliance with Statewide Rule 46(j),
which requires the mechanical integrity of an iti@t well shall be evaluated by conducting
pressure tests to determine whether the well tylpagker, or casing have sufficient mechanical
integrity.

As a person in a position of ownership or contrfotespondent at the time respondent violated
Commission rule related to safety and the contr@adlution, both Robert Arrowood and Cathy
Arrowood, and any other organization in which thesy hold a position of ownership or control,
shall be subject to the restriction of Texas NdtResources Code Section 91.114(a)(2) for a period
of no more than seven years from the date the emtered in this matter becomes final, or sooner,
if the conditions that constituted the violationsrdin are corrected or are being corrected in
accordance with a schedule to which the Commisaimahthe organization have agreed, and all
administrative, civil, and criminal penalties ariccdeanup and plugging costs incurred by the State
relating to those conditions are paid or are be@ig in accordance with a schedule to which the
Commission and the organization have agreed.

IT ISORDERED THAT within 30 days from the day immediately followitite date this order
becomes final:

1.

Tri Energy Resource: Inc. (Op. No. 868574) shal place the Mamie McFaddir Warc -A- (19924)
Leae, Well No. 2W, Little Giant (Tannehill) Field, KroCounty, Texas in compliance with
applicable Commission rules and regulations; and

Tri Energy Resources, Inc. (Op. No. 868574), shayl to the Railroad Commission of Texas, for
disposition as provided by law, an administratiemgty in the amount diINE THOUSAND
SIXTY DOLLARS ($9,060.00).
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It is furtherORDERED by the Commission that this order shall not balfand effective until 25
days after a party is notified of the Commissiaorder. If a timely motion for rehearing of an apgtion
is filed by any party at interest, this order shall become final and effective until such motieoverruled,
or if such motion is granted, this order shall tejsct to further action by the Commission. Punst@aTex.
Gov't Code §2001.146(e), the time allotted for Cassion action on a motion for rehearing in thisecas
prior to its being overruled by operation of lavhereby extended until 90 days from the date tiibgzeare
notified of this order in accordance with Tex. Go®bde §2001.144.

All requested findings of fact and conclusionsa Iwhich are not expressly adopted herein are
denied. All pending motions and requests for fel@ previously granted or granted herein are eéni

Noncompliance with the provisions of this ordesubject to enforcement by the Attorney General
and subject to civil penalties of up to $10,0000@0 day per violation.

Done thi: 8tk day of December 2015.
RAILROAD COMMISSION OF TEXAS
LMV/rnf (Signatures affixed by Default Master Order
dated December 8, 2015)



