STATE OF NEW MEXICC
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION '

INTHE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION FOR THE PURPOSE OF
CONSIDERING:

APPLICATION OF THE OIL CONSERVATION

DIVISION FOR REPEAL OF EXISTING RULES

19.15.1 THROUGH 19.15.15 NMAC, ADOPTION

OF NEW RULES 19.15.2 THROUGH 19.15.16

NMAC, 19.15.18 THROUGH 19.15.26 NMAC,

19.15.29 AND 19.15.30 NMAC, 19.15.34 THROUGH

19.15.37 NMAC, AND 19.15.39 NMAC, AND

AMENDING 19.15.17 AND 19.15.36 NMAC TO MAKE

CONFORMING CHANGES; STATEWIDE
CASE NO. 14181
ORDER NO. R-13050

ORDER OF THE OIL CONSERVATION COMMISSION

BY THE COMMISSION:

THIS MATTER came before the Oil Conservation Commission ("Commission")

for consideration at a hearing conducted on September 12, 2008; and the Commission,
having carefully considered the evidence, the pleadings, comments and other materials
submitted in support of and in opposition to the proposal, now, on this 6th day of
November 2008, ; o

FINDS THAT:

l. Sections 70-2-11 and 70-2-12(B) NMSA 1978 grant the Oil Conservation
Division (“Division”) authority to implement regulations to carry out the purposes ot the
Oil and Gas Act, Chapter 70, Article 2 NMSA 1978 (“Act”). Section 70-2-6(B) NMSA
1978 provides that the Commission shall have concurrent jurisdiction or authority with
the Division to the extent necessary for the Commission to perform its duties. Generally,
the Commission adopts rules, the Division implements tkose rules and the Commission
hears any tinal administrative adjudicatory proceedings. See 19.15.14.1201 NMAC.

2. This is a rulemaking proceeding initiated by the Division to restructure the:
rules to make better use of the New Mexico Administrative Code (“NMAC™)
organizational structure, correct cross-references, correct the placement of definitions,
“adopt consistent use of terms, use the active voice, remove outdated provisions, correct
typographical errors and grammatical errors, and provide needed definitions. The
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Division also proposes to change the rules related to forms to correct errors in the rules,
remove outdated provisions and reflect current filing practices.

3. Proper notice has been given ot this proceeding and of the public hearing
hereof, and the Commission has jurisdiction of the subject matter.

4. After filing the application and before the hearing, the Division found
additional typographical ~and grammatical errors in the rules, and filed proposed
moditications. :

: 5. The Division presented sworn testimony and exhibits to the Commission
on September 12, 2008. The New Mexico Oil and Gas Association (“NMOGA”)
appeared through counsel and did not oppose the application. At the conclusion of the
hearing the Commission dehbelated in opén session by 1ev1ewmg the- proposed rules and .
proposed modifications. : '

0. After the hearing, ‘the Division found additional typographical and
_ grammatical errors in the rules, prepared a red-lined version of the rules showing the
additional corrections and provided it to the members of the Commission and to counsel
for NMOGA. NMOGA has indicated that the proposed changes have been reviewed by
its Regulatory Practices Committee, that it does not oppose the additional proposed
changes, and that it supports the Division’s efforts to make the rules more workable.

7. On November 6, 2008 the Commission voted to accept the rules with the
modifications proposed by the Division. The following Statement of Reasons indicates
the Commission’s analysis of certain key provisions and of the entire proposal.
Additional reasons are included in the hearing transcript. '

" Statement of Reasons

8. The Division proposes to restructure the ex1st1ng 1egu1at10ns unde1 Title
19, Chapter 15 of NMAC as follows '
A. Repeal Parts 1-15. ’ '
B. . Adopt new Parts 2-16, 18-26, 29, 30, 34, 35, 37 and 39 to replace the -
repealed Parts 1-15.
- C. Amend Parts 17 and 36.

9. The primary goal of the restructuring is to make better use of NMAC’s
organizational structure. 'The main divisions under NMAC are Titles, Chapters, Parts,
and Sections. Regulations issued pursuant to the Act appear under Title 19 (“Natural
" Resources & Wildlife”), Chapter 15 (“Oil and Gas”). Ideally, each part issued under a -
chapter should reflect a single subject area, and the title of the part should lead the reader
to information relevant to that subject area. :

lO. Although 39 parts are available for regulations issued pursuant to the Act,
- until recently all the regulations were placed -in Parts 1-15. "(The surface waste
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management rule and the pit rule have become Parts 36 and 17, in anticipation of the new
structure proposed by the Division.)

i1, Thepr opmed structure would use 33 of the %9 available parts, reser vmg, 6
parts for future use:

Part |- Reserved

Part 2- Detinitions

Part 3- Rulemaking

Part 4- Adjudication _

Part 5- Enforcement and Compliance

Part 6- Tax Incentives

Part 7- Reports and Forms

Part 8- Financial Assurance

Part 9- Well Operator Provisions

Part 10- Satety

Part 11- Hydrogen Sulfide Gas

Part 12- Pools

Part 13- Compulsory Pooling

Part 14- Drilling Permits

Part 15- Well Spacing and Location

Part 16- Drilling and Production

Part 17- Pits, Closed-10op Systems, Below-grade Tanks and Sumps

Part 18- Production Operating Practices

Part 19- Natural Gas Production Operating Practices

Part 20- Oil Proration and Allocation

Part 21- Gas Proration and Allocation

Part 22- Hardship Gas Wells '

Part 23- Off Lease Transport of Crude Oil Contaminants

Part 24- [llegal Sale and Ratable Take

Part 25- Plugging and Abandonment of Wells

Part 26- Injection |

Part 27- Reserved -

Part 28- Reserved

Part 29- Release Notitication

Part 30- Remediation

Part 31- Reserved

Part 32- Reserved

Part 33- Reserved

Part 34- Produced Water

Part 35- Waste Disposal

Part 36- Surface Waste Management Faulltles

Part 37- Refining

Part 39- Special Rules

12. The Division also proposes the following changes, wlucl 1 are reflected in
the new rules-and the amendments to Parts 17 and 36:




Case No. 14181
Order No. R-13050

Page 4

A. Correct cross-references to conform to the new numbering systen;

B. Correct placement of definitions in the general definition sectlon or the
definition section of the part-in which the word is used;

Adopt consistent use of terms throughout the rules;

Use the active voice, rather than the passive voice;

Remove outdated transition language; ‘

Remove unnecessary reference to the carbon black plant monthly report;
Remove outdated provision 19.15.1.34 NMAC regarding the “new well
tax incentive;” S
H. - Remove statement in 19.15.15. 1302 NMAC (renumbered as 19.15.7.10
NMAC) that a list of all plugging bonds approved and in force shall be kept in
each district office, because in actual practice financial assurance 1nfonnat10n 18

Mmoo

~ kept in the Santa Fe office;

1 Add - definitions of “tribal lands,” “tribal leases ” “trlbal mmerals and
“deliverability pressure;” : '

J. Correct typographical errors; and

K. Con‘ect‘grammatical errors.

13.  Thenew rules also leﬂect the following proposed changes to rules related

to D1v1sxon forms:

A. Remove most references to numbers of forms to be tiled, where multiple
copies are riot'needed or because the report is submitted electronically;

| B. Modify language in rules referencing forms C-111 and C-112 to reflect

that the actual practice is for operators to complete and maintain forms C-111 and

C-112 instead of filing them with the Division; ?

C. = Correct refer ences to the form numbers;

D. Modity language in 19.15.1.16 NMAC (renumbered as 19.15.7.9 NMAC) '

to reflect that the Division’s forms are available on its website;

E. ‘Modify language in 19.15.13.1100 NMAC (renumbered as 19.15.7.8
NMAC) to list all the forms required under Division rules;

F.  Move provisions identifying the information an operator must subnnt on
form C-139 and form C-140 from 19.15.1.31 NMAC and 19.15.1.32 NMAC
(renumbered as 19.15.6.9 NMAC and 19.15.6.10 NMAC) to. 19.15.13 NMAC

(renumbered as 19.15.7.43 NMAC and 19.15.7.44 NMAC) so that instructional =

information for forms will be located in one part, and indicate that those forms are
on-line applications; :

G.  Move the language ider 1t1fy1ng what an operator must submit on fonn C-
124 from 19.15.5.302 NMAC- (renumbered as 19.15.18.9 NMAC) to
19.15.13.1124 NMAC (renumbered as 19.15.7.32 NMAC) so that the information,
required on the form will be located in the part that addresses reports and forms;
H. ~Modity Paragraph (2) of Subsection C of 19.15.7.502 NMAC
(renumbered as Paragraph (2) of Subsection C of 19.15.20.9 NMAC) to reflect

‘that the form C-115 application is an on-line application and that the operator.

enters the cause of the excess production and tne plan of ‘adjustment in the
comments area of the on-line application; and
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. Modity Subsection A of 19.15.9.706 NMAC (renumbered as Subsection A
of 19.15.26.13 NMAC) to retlect that operators use form C-115 for salt water
disposal that is not at a surtace waste management tacility and form C-120-A for
salt water disposal that is at a surface waste management facility.

14. For the reasons stated above and in the transcript, the Commission
concludes that the proposed changes will make better use of the organizational structure
available under NMAC, make the rules easier to read, remove outdated provisions,
correct existing errors and provide needed definitions. The Commission further
concludes that these changes will not have an adverse impact on small business.

15. For the reasons stated above and in the transcript, the Commission
concludes that it should repeal existing rules 19.15.1 through 19.15.15 NMAC; adopt
new rules 19.15.2 through 19.15.16 NMAC, 19.15.18 through 19.15.26 NMAC, 19.15.29
NMAC, 19.15.30 NMAC, 19.15.34 NMAC, 19.15.35 NMAC, 19.15.37 NMAC and
19.15.39 NMAC; and amend 19.15.17 and 19.15.36 NMAC to make conforming
changes; in the form attached to this Order as Exhibit A. ”

IT IS THEREFORE ORDERED:

1. The Commission hereby repeals existing rules 19.15.1 through 19.15.15
NMAC; adopts new rules 19.15.2 through 19.15.16 NMAC, 19.15.18 through 19.15.26
NMAC, 19.15.29 NMAC, 19.1530 NMAC, 19.15.34 NMAC, 19.15.35 NMAC,
19.15.37 NMAC and 19.15.39 NMAC; and amends 19.15.17 and 19.15.36 NMAC as
shown in Exhibit A to this Order, which shall be effective as of the date of publication
thereot in the New Mexico Register.

2. Oil Conservation Division staft is instructed to secure prompt publication
of the referenced rule amendments in the New Mexico Register.

-

3. - Oil Conservation Division staff 1s instructed to prepare an index to the
restructured rules and post the index on the Division’s web site.

4. The Commission retains jurlsdICtIOI] of thlS matter for entry ot such
further orders as may be necessary.
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DONE at Santa Fe, New Mexico, .on the day and year hereinabove designated.

STATE OF NEW MEXICO .
OIL CONSERVATION COMMISSION"

JAMI BAILEY, PG,AEMBER

o

WILLIAM OLSON, MEMBER

/‘ =

MARK E. FESMIRE, P. E., CHAIR

SEAL
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Attachment
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The O1l Conservation Division repeals its rule 19.15.1 NMAC (filed 5/30/2008) entitled
General ' _ :
Provisions and Detinitions, effective December 1, 2008.
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The Oil Conservation Division repeals its rule 19.15.2 NMAC (filed 5/30/2008) entitled
General Operating Practices, Wastes Arising from Exploration and Production, effective
December 1, 2008. ‘
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TITLE 19 = NATURAL RESOURCES AND WILDLIFE

CHAPTER 15 OIL AND GAS

PART 2 GENERAL PROVISIONS FOR OIL AND GAS OPERATIONS

19.152.1°  -ISSUING AGENCY: Lnergy, Mme1als and Natural Resomccs
‘Department, Oil Conservation Division. :
[19.15.2 l NMAC Rp, 19.15.1.1 NMAC, 12/1/08]

19.15.2.2 ~ SCOPE: 19.15.2 NMAC applies to persons or entities engaged in oil and
gras development and production w1thm New Mexxco and to 19.15.2 NMAC through
19.15.39 NMAC.

[19.15.2.2 NMAC - Rp, 19.15.1. 2 NMAC, 17/1/08]

19.15.2.3 STATUTORY AUTHORITY: 19.15.2 NMAC is adopted pursuant to-
“the Oil and Gas Act, NMSA 1978, Sections 70-2-1 through 70-2-38, which grants the oil -

conservation division jurisdiction and authority over all matters relating to the

conservation of oil and gas, the prevention of waste of oil and gas and of potash as a.

result of oil and gas operations, the protection of correlative rights and the disposition of

wastes resulting from oil and gas operations.

[19.15.2.3 NMAC - Rp, 19.15.1.3 NMAC, 12/1/08]

19.15.2.4  DURATION: Permanent.
©[19.15.2.4NMAC - Rp, 19.15.1.4 NMAC, 12/1/08]

19.15.2.5 EFFECTIVE DATE December 1, 2008, unless a. later date is c1tcd at
the end of a section. ‘

[19.152.5 NMAC - Rp,‘191515NMAc 12/1/08]

19.15.2.6 OBJECTIVE: To set forth general provisions and definitions pertaining:-
~ to the authority of the oil conservation division and the oil conservation commission

~ pursuant to the Oil and Gas Act, NMSA 1978, Sections 70-2-1 through 70-2-38.
[19.15.2.6 NMAC - Rp, 19.15.1.6 NMAC, 12/1/08] '

- 19:15.2.7 DEFINITIONS These definitions apply to 19. 15 2 NMAC through
19.15.39 NMAC.
’ A. - Definitions begmnmg > with the letter “A”
(1) “Abate” means to mvestlgate contam remove or mltlgate water
pollution. ' .

BN©3) o« Abatement means the investigation, containment, removal or other
mltlgjatlon of water pollutlon »

B (3) “Abatement plan” means a description of 0perat10nal momtormg,,
_contingency and closure requirements and condltlons for water pollutlon S preventlon
investigation and abatement.

4 “ACT” means automatic custody transfel
- (5) “Adjommg spacing units” mean those existing or prospective spacmg _
units in the same pool that are touching at a point or line on the subject spacing unit.
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(6) “Adjusted allowable” means the allowable p1odupt10n a well or
proration unit receives after all adjustments are made.

(7) - “AFE” means authorization for expenditure. :

(8) “Allocated pool” means a pool in which the total oil or gas production
is restricted and is allocated to various wells in the pool in dccmdance with proration
schedules.

(9) “Allowable production” means that number of barrels of oil or cubic
teet of gas the division authorizes to be produced from an allocated pool.

' (10)  “APD” means application for permit to drill.

(11)  “API” means the American petroleum institute.

(12) = “Approved temporary abandonment” means the status of a well that
is inactive, has been approved in accordance with 19.15.25.13 NMAC and 1s in
compliance with 19.15.25.12 NMAC through 19.15.25.14 NMAC.

‘ (13)  “Aquifer” means a geological formation, group of formations or a
part of a formation that is capable of yielding a si gnmcant amount of water to a wcll or
spring.

(14) "ASTM” means ASTM International - an international standards
developing organization that develops and publishes voluntary technical standards for a
wide range of materials, products, systems and services.

B. Definitions beginning with the letter “B”.

(1) “Back allowable” means the authorization for product1on of an
underproduction resulting from pipeline proration.

(2) “Background means, for purposes ot ground water abatement plans
only, the amount of ground water contaminants naturally occurring from undisturbed
geologic sources or water contaminants occurring from a source other than the
responsible person’s facility. This definition does not prevent the director from requiring

“abatement of commingled plumes of pollution; does not prevent responsible persons from
seeking contribution or other legal or equitable relief from other persons and does not -
preclude the director from exercising enforcement authority under any applicable statute,
rule or common law. :

(3) “Barrel” means 42 United States gallons measured at 60 dey ees
fahrenheit and atmospheric pressure at the sea level. :

(4) - “Barrel of 0il” means 42 United States gallons of oil, atter deductions
for the full amount of basic sediment, water and other impurities present, ascertalned by
centrifugal or other recognized and ‘customary test. :

5) “Below- -grade tank” means a vessel, excluding sumps and pressurized
pipeline drip traps, where a portion of the tank's sidewalls is below the surrounding
ground surface’s elevation. Below-grade tank does not include an above ground storage

tank that is located above or at the surrounding ground surface’s elevation and is
surrounded by berms,

(6) “Berm” means an embankment or ridge constructed to prevent the
movement of liquids, sludge, solids or other materials.

(7) “Biopile”, also known as biocell, bioheap, blomound or compost plle
means a pile of contaminated soils used to reduce concentrations of petroleum
constituents in excavated soils through the use of biodegradation. This technology
involves heaping contaminated soils-into piles or “cells” and stimulating aerobic
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microbial activity within the soils through the aeration or addition of minerals, nutrients
and moisture. ' : A :

(8) “BLM” means the United States department-of the interior, bureau of
land management. ' ' '

(9) “Bottom hole pressure” means the gauge pr essure in psr under -

'condrtrons existing at or near the producing horizon. :

(10)  “Bradenhead gas well” means a well producing gas through wellhead
connections from a gas reservoir that has been successfully cased oft from an underlying
oil Or gas reservolr.

(11)  “BS&W’ means basic sediments and water.

(12) “BTEX” means benzene, toluene, ethylhenzene and xylene.

C. Definitions begmnmg wrth the letter “C”. S -

(1) “Carbon dioxide gas” means noncombustible gas composed chreﬂy ot
carbon dioxide occurring naturally in underground rocks '

: (2) “Casinghead gas” means a gas or vapor or both gas and vapor
indigenous to and produced from a pool the division classifies as an oil pool This also
includes gas-cap gas produced trom such an oil pool.

(3) “Cm/sec” means centimeters per second.

(4) “CPD” means central point delivery. o .

(5) “Combination multiple completion” means a multiple completion in
which two or more common sources of supply are produced through a combination of
two or more conventional diameter casing strings cemented in a common well bore, or a
combination of small diameter and conventional diameter casing strings cemented in a -
common well bore, the conventional diameter strings of whrch might or mrght not be a
conventional multiple completion. o :

(6) - “Commission” means the oil conservation commission.

(7) “Commission clerk” means the division employee the director
‘designates to provide staff’ support to the commrssron and accept filings in rulemaking or
adjudicatory cases before the commission. .

(8) . “Common purchaser for gas” means a person now or hereafter
engaged in purchasing from one or more producers-gas produced hom gas wells- within
each common source of supply from which it purchases.

(9) “Common purchaser for oil” means every person now engaged or .
hereafter engagmg> in the busmess of purchasing oil to be transported through plpehnes

(10y “Common source of supply”. See pool. :

(11)  “Condensate” means the liquid recovered at the surface that 1esu1ts
from condensation due to reduced pressure or temperature of petroleum hydrocarbons
exrstmgD ina gaseous phase in the reservoir. ‘

(12) © “Contiguous” means acreage joined by more than one common point,
that is, the common boundary is at least one S1de of a governmental quarter-quarter -
section. :

(13) “Conventlonal completion” means a well completron n Whlch the
productron string of casing has an outside diameter in excess of 2.875 inches. ,

(14)  “Conventional multiple completion” means a completion in which
two or more common sources ot supply are produced through one or more strings of
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tubing installed within a single caemg string, - with the plOdULthn from each common
source of supply completely segregated by means of packers.

(15)  “Correlative rights” means the opportunity afforded, as far as it is
practicable to do so, to the owner ot each property in a pool to produce without waste the
owner’s just and equitable share of the oil or gas in the pool, being an amount, so far as
can be practically determined, and so far as can be practicably obtained without waste,
substantially in the proportion that the quantity of recoverable oil or gas under the
property bears to the total recoverable oil or gas in the pool, and tor the purpose to use
the owner’s just and equitable share of the reservoir energy

' (16) ““Cubic feet of gas or cubic foot of gas” means that volume of gas
contained in one cubic foot of space and computed at a base pressure of 10 ounces per
square inch above the average barometric pressure of 14.4 psi (15.025 psi absolutc) ata
standard base temperature of 60 degrees fahrenheit.

D. Definitions beginning with the letter “D”".

(1) “Deep pool” means a common source of supply that is 31tuated 5000
feet.or more below the surface.

(2) “Depth bracket allowable” means the basic oil allowable the division
assigns a pool and based on its depth; unit size or special pool orders, which, when _
multiplied by the market demand percentage factor in effect. determmes the pool’s top
proration unit allowable. :

(3) “Director” means the director of the New Mexico energy, minerals and
natural resources department oil conservation division.

(4)  “Division” means the New Mexico energy, mlnerals and natural
resources department oil con$ervation division.

(5) “Division clerk” means the division employee the director de31511ates

_to accept filings in adjudicatory cases before the division.

(6) “Downstream facility” means a facility associated with the .
transportation (including gathering) or processing of gas or oil (including a refinery, gas
plant, compressor station or crude oil pump stat10n) bnne production; or the oil field

. service industry.
(7) “DRO” means diesel range organics.
E. Definitions beginning with the letter “E”.
(1) “EC” means electrical conductmty
_ (2) “Enhanced oil recovery project” means the use or the expanded use of’
a process for the displacement of oil from an oil well or division- -designated pool other
than a primary recovery process, including but not limited to the use of a pressure
maintenance process; a water flooding process; an immiscible, mlsc1ble chemical,
thermal or biological process; or any other related process.
(3) “EOR project” means an enhanced otl recovery project.
(4) “EPA” means the United States environmental protection agency.
(5) - “Exempted aquifer” means an aquifer that does not currently serve as a
source of drinking water, and that cannot now and will not in the tmeseeable future serve
as a source of drinking water because:
(a) itis hydrocalbon producing;
(b) itis situated at a depth or.location that makes the recovery of
water for drinking water purposes economically or technologically impractical; or
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(c) 1tis so contaminated that it would be economically or
technologically impractical to render that water fit for human consumption.
- (6)  “Exempt waste” means oil tield waste exempted from regulation as
hazardous waste pursuant to Subtitle C of RCRA and applicable regulations.

(7)  “Existing spacing unit” means a spacing unit containing a producing -
well. : )

F. Dehmtlons beginning with the letter “F”.

(1) “Facility” means a stiucture, installation, operation, storage tank,
. transmission line, access road, motor vehicle, rolling stock or act1v1ty of any kind,
whether stationary or mobile. -

(2) “Field” means the general area that at least one pool underlays or
appears to underlay; and also includes the underground reservoir or reservoirs containing.
oil or gas. The words field and pool mean the same thing when only one underg glound
reservoir is involved; however, field unlike pool may relate to two or more pools.

3) “Fr esh water” to be protected includes the water in' lakes and playas

(regardless of-quality, unless the water exceeds 10,000 mg/i TDS and it can be shown

- that degradation of the particular water body will not adversely affect hydrologically

connected fresh ground water); the surface waters of streams regardless of the water

quality within a given reach, and underground waters.containmg 10,000 mg/] or less of

TDS except for which, after notice and hearing, it is found there is no present or

reasonably foreseeable beneficial use that contamination of such waters would impair.
G. Definitions begmmng with the letter “G”.

1) “Gas”, also known as natural gas, means a combustible vapor
composed chiefly of hydrocarbons occurring naturally in a pool the division has

classified as a gas pool. - :
A 2) “Gas lift” means a method of lifting liquid to the surface by 1mectmg '
;jas mto a well from which oil production is obtained. :

(3) “Gas-oil ratio” means the ratio of the casinghead gas produced in
standard cubic feet to the number of barrels of oil concurrently produced durmg any
stated perlod _ '

(4). “Gas-oil ratio adjustment” means the reduction in allowable of a high
£as oil ratio unit to conform with the production permitted by the. hmltmg:~ gas-oil ratio for
the p'irtlcular pool-during a particular proration period.

-(5) “Gas transportation facility” means a plpehne n operatlon sewmg gas
wells for the transportation of gas, or some other device or equipment in like operation
where the gas produced from gas wells connected with the pipeline or other devrce or
equipment can be transported or used for consumption.

: (6) “Gas well” means a well producing gas from a gas pool, or a well with
~a gas-oil ratio in excess of 100 OOO cubic feet of gas per barrel of 011 producing from an -

_ oil pool. :
(N “Geomembrane means an 1mpenneab1e polymerlc sheet matenal that -
is impervious to liquid and gas as long as it maintains its integrity, and is used as an
integral part of an engineered structure designed to limit the movement of hqu1d or gas in
a system. ,

(8) “Geotextile” means a sheet material that is less imper-vious to liquid
than a geomembrane but more resistant to penetration damage, and is-used as part of an
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engineered structure or system to serve as a filter to prevent the movement of soil fines
into a drainage system, to provide planar flow for drainage, to serve as a cushion to
protect geomembranes or to provide structural support. '

(9) “GRO” means gasoline range organics. _

(10)  “Ground water” means interstitial water that occurs in saturated earth
material and is capable of entering a well in sufficient amounts to be used as a water
supply.

(11)  “Ground water sensitir\/e area” means an area the division specifically
designates after evaluation of technical evidence where ground water exists that would
likely exceed WQCC standards if contaminants were introduced into the environment.

H. Detinitions beginning with the letter “H”.

(1)  “Hardship gas well” means a gas well where underground waste
occurs it the well is shut-in or curtailed below its minimum sustainable flow rate.

’ (2) “Hazard to public health” exists when water that is used or is
reasonably expected to be used in the future as-a human drinking water supply exceeds at
the time and place of the use, one or more of the numerical standards of Subsection A of
20.6.2.3103 NMAC, or the naturally occurring concentrations, whichever is higher, or if
a toxic pollutant as defined at Subsection WW 0f 20.6.2.7 NMAC aftecting human health
is present in the water. In determining whether a release would cause a hazard to public
health to exist, the director investigates and considers the purification and dilution
reasonably expected-to occur from the time and place of release to the time and place of
withdrawal for use as human drinking water.

(3) “Hazardous waste” means non-exempt waste that exceeds the
minimum standards for waste hazardous by. characteristics established in RCRA
regulations, 40 CFR 261.21-261.24, or listed hazardous waste as defined in 40 CFR, part
261, subpart D, as amended. ‘ _

(4) “HDPE” means high-density polyethylene.

(5  “High gas-oil ratio proration unit” means-a unit with at least one

producing oil well with a gas-oil ratio in excess of the limiting gas-oil ratio for the pool in
which the unit is located. '

(6) “H,S” means hydrogen sulfide.

I. Definitions beginning with the letter “1”.

(1) “lllegal gas™” means gas produced from a gas well in excess of the
division-determined allowable. ‘

(2) “lllegal oil” means oil produced in excess of the allowable the division
fixes. : _ :

(3) “llegal product” means a product of illegal gas or illegal oil.

(4) “Inactive well” means a well that is not being used for beneficial
purposes such as prizduction, injection or monitoring and that is not being drilled,

~completed, repaired or worked over. ‘
- (5) “Injection well” means a well used for the injection of air, gas,' water
or other fluids into an underground stratum. '
J. [RESERVED] ‘ .
K. Definitions beginning with the letter “K”. “Knowingly and willfully”, for
. the purpose of assessing civil penalties, means the voluntary or conscious performance of
an act that is prohibited or the voluntary or conscious failure to perform an act or duty
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that is required. 1t does not include performances or failures to perform that are honest
mistakes or merely inadvertent. 1t includes, but does not require, performances or
failures to perform that result from a criminal or evil intent r from a specific intent to
violate the law. The conduct’s knowing and willful nature may be established by plain
- indifference to or reckless disregard of the requirements of statutes, rules, orders or
permits. A consistent paitern or performance or failure to perform also may be sufficient -
to establish the conduct’s knowing and willful nature, whele such consistent pattern is
neither the result of honest mistakes nor mere inadvertency. Conduct that is otherwise
regarded as being knowing and willful is rendered neither accidental nor mitigated in.
character by the belief that the conduct is reasonable or legal.

L. Definitions beginning with the letter “L”.

(1) - “Limiting gas-oil ratio” means the gas- oil ratio the division @ assigns to a . -

particular oil pool to limit the volumes ot casinghead gas that may be ploduced from the
various oil producing Units within that particular pool. , 4
(2) “Liner” means a continuous, low-permeability layer constructed of
natural or human-made materials that restricts the mlgratlon of liquid oil field wastes,
gases or leachate. :
(3) “LLDPE” means linear low dellSIty polyethylene.
(4) “Load oil” means oil or liquid hydrocalbon that has been used n
remedial operation in an oil or gas well.
(5) " “Log” means a systematic detailed and correct record of formations
_ =cncounte1 ed in drilling a well. : :
M.  Definitions beginning with the letter “M”, '
(1) “Marginal unit” means a proration unit that is mcapable ot producing
top proration unit allowable for the pool in which it is located.’ :
2) “Market demand percentage factor” means that percentage factor ot
100 percent or less as the division determines at an oil allowable hearing, which, when
multiplied by the depth bracket allowable- apphcable to each pool determmes that pool’s
top proration unit allowable.
3) “MCF” means a thousand cubic teet
4) . “MCFD” means a thousand cubic feet per day.
(5) “MCFGPD” means a thousand cubic feet of gas per day.
(6) “Mg/l” means milligrams per liter.
(7)  “Mg/kg” means milligrams per kilogram. .
(8) “Mineral estate” is the most complete ownership of 011 and gas
recogmzed in law and includes the mineral. mterests and the royalty interests.. :
' (9) “Mineral interest owners’” means owners of an interest in the executive
rights, which are the rights to explore and develop, including oil and gas lessees (i.e.,
“working interest owners”) and mineral interest owners who have not signed an oil and
“gas lease. : . ' . ' ‘ -
(10)  “Minimum allowable” means the minimum amount of production
from an oil or gas well that may be advisable from time to time to the end that production -
will repay reasonable ln‘tmg cost and thus prevent p1 emature abandonment and resultmg, ‘
waste. ‘
(11) - “Miscellaneous hydrocarbons” means tank bottoms occurring at
pipeline stations; oil storage terminals or refineries; pipeline break oil; catchings.
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collected in traps, drips or scrubbers by gasoline plant operators in the plants or in the
gathering lines serving the plants; the catchings collected in private, community or
commercial salt water disposal systems; or other liquid hydIOCdlbOH that is not lease -
crude or condensate.

N. Definitions beginning with the letter “N”.

(1) “Non-aqueous phase liquid” means an interstitial body of liquid oil,
petroleum product, petrochemical or organic solvent, mcludmg an emulslon containing
such material.

(2) “Non-exempt waste” means oil field waste not exempted from
regulation as hazardous waste pur suant to Subtitle C of RCRA and applicable
regulations. _

3) “Non-hazardous waste” means non—exempt oil field waste that is not
hazardous waste.

(4) “Non-marginal unit” means a proration unit that is capable of
producing the top proration unit allowable for the pool in which it is located, and to
which the division assigns a top proration unit allowable. :

(5) “NORM” means the naturally occurring radioactive materials
regulated by 20.3.14 NMAC.

0. Definitions beginning with the letter “O”. :

(1) “Official gas-oil ratio test” means the periodic gas-oil ratio test the
operator performs pursuant to d1v1510n order by the method and in the manner the
division prescribes.

(2) “Oil” means petroleum hydrocarbon produced from a well in the liquid
phase and that existed in a liquid phase in the reservoir. This dehmnon includes crude oil
or crude petroleum oil. ‘

(3) “Oil field waste” means waste generated in conjunction with the
exploration for, drilling for, production of, refining of, processing of, gathering ot or
transportation of oil, gas or carbon dioxide; waste generated from oil field service
company operations; and waste generated from oil field remediation or abatement
activity regardless of the date of release. Oil field waste does not include waste not
generally associated with oil and gas industry operations such as tires, appliances or
ordinary garbage or refuse unless generated at a division-regulated facility, and docs not
include sewage, regardless of the source.

(4) “Oil well” means a well capable of producing oil and that is not a gas

well as defined in Paragraph (6) of Subsection G of 19.15.2.7 NMAC.
' (5) “Operator” means a person who, duly authorized, is in charge of a
lease’s development or a producing property’s operation, or who is in charge of a
tacility’s operation or management. .

(6) “Overproductlon ‘means the amount of oil or gas ploduced during a
proration period in excess of the amount authorized on the proration schedule.

(7)  “Owner” means the person. who has the right to drill into and to
produce from a pool, and to approprlate the production elthpl tor the person or for the
person and another.

P. Definitions begmmng with the letter “P”’.

(1) “Penalized unit” means a proration unit to which, because of an

excessive gas-oil ratio, the division assigns an allowable that is less than top proration
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unit allowable for the pool in which it is located and alqo less than the ability of the well
or wells on the unit to produce. - ~

(2)  “Person” means an individual or entity including partner. qlnps
corporations, associations, responsible business or association agents or officers, the state

-or a political subdivision of the state or an agency, department or instrumentality of the
United States and of its officers, agents or employees.

(3)  “Pit” means a surface or sub-surface impoundment, man-made or
natural depression or diked area on the surface. Excluded from this definition are berms
constructed around tanks or‘other facilities sol ly for safety, secondary containment and
storm water or run-on control. S ‘

(4)  “Playa lake” means a level or nearly level area that occupies the lowest
part of a completely closed basin and that is covered with water at irregular intervals,
forming a temporary lake.

(5) “Pool” means an underground reservoir contammg a common A
accumulation of oil or gas. Each zone of a general structure, which zone is completely -
separated from other zones in the structure, is covered by the word pool as used in

19.15.2 NMAC through 19.15.39 NMAC “Pool” is synonymous with “common source
of supply and with “common reservoir”

(6) ~ “Potential” means a well s properly determmed capamty to produce 011
or gas under division-prescribed conditions.

(7)  “Ppm” means parts per million by volume.

(8) “PQL” means practical quantitation limit.

(9) “Pressure mamtenance means the injection of gas or other fluid into a
reservolr, either.to maintain the reservoir’s emstmg pressure or to retard the reservoir
pressure’s natural decline.

(10) - “Produced water” means those waters produced in conJunctron with
the production of oil or gas and commonly collected at field storage, processing or
disposal facilities including lease tanks, commingled tank batteries, burn pits, lease ACT
units and-community or lease salt water disposal systems and that may be collected at gas
processing plants, pipeline-drips and other processing or transportation facilities.

~ (11) “Producer” means the owner of a well or wells capable of producing
oil or gas or both,in paying quantities. " :

(12) “Product” means a commodrty or thmg, made or manufactured from
oil or gas,’and.derrvatwes of oil or gas, including refined crude oil, crude tops, topped
crude, processed crude petroleum, residue from crude petroleum, cracking stock, -
uncracked fuel oil, treated crude oil, fuel oil, residuum, gas oil, naphtha, distillate,
gasoline, kerosene, benzene, wash oil, lubncatmg oil and_blends or mixtures of orl or gas

Tora derrvatlve thereof.
©(13)  “Proration day consists of 24 consecutive hours that begin at 7: 00
a.m. and- end at 7:00 a.m. on the following day. :
(14)  “Proration month” means the calendar month that begins at 7: 00 a.m.-
on the first day of the month and ends at 7:00 a.m. on the first day ot the next succeedmg
month. . : , »
' (15) “Proration period” means for oil the proration month and for gas the
- 12-month period that begins at 7:00 a.m. on January 1 of each year and ends at 7:00 a.m.
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on January | ot the succeeding year or other period designated by general or special order
of the division, '

(16) “Proration schedule™ means the division orders authorizing the
production, purchase;and transportation of oil, casinghead gas and gas from the various
units of ol or of gas in allocated pools. '

(17)  “Proration unit” means the area in a pool that can be effectively and -
efficiently drained by one well as determined by the division or commission (see NMSA
1978, Section 70-2-17(B)) as well as the area assigned to an individual well for the
purposes of allocating allowable production pursuant to a prorationing order for the pool.
A proration unit shall be the same size and shape as a spacing unit. All proration units
are spacing units but not all spacing units are proration units.

(18)  “Prospective spacing unit” means a hypothetical spacing unit that
does not yet have a producing well.

(19) “PVC” means poly vinyl chloride.

(20)  “Psi” means pounds per square inch.

Q. [RESERVED] ‘
R. Definitions beginning with the-letter “R”.

(1)  “RCRA” means the federal Resource Recovery and Conservation Act.

(2) “Recomplete” means the subsequent completion of a well in a different
pool from the pool in which it was originally completed.

(3) “Regulated NORM” means NORM contained in oil-field soils,
equipment, sludges or other materials related to oil-field operations or processes
exceeding the radiation levels specified in 20.3.14.1403 NMAC.

(4) “Release” means breaks, leaks, spills, releases, fires or blowouts
ivolving oil, produced water, condensate, drilling fluids, completion fluids or other

cheimical or contaminant or mixture thereof, including oil field wastes and gases to the
environment. ,

(5) “Remediation plan” means a written description of a program to
~ address unauthorized releases. The plan may include appropriate information, including
assessment data, health risk demonstrations and corrective action or actions. The plan
may also include an alternative proposing no action beyond the spill report’s submittal.

(6) “Responsible person” means the owner cr operator who shall complete
a division-approved corrective action for pollution from releases.

(7)  “Royalty interest owner” means the owner of an interest in the non-
executive rights including lessors, royalty interest owners and overriding royalty interest
owners. Royalty interests are non-cost bearing,.

(8) “Run-on” means rainwater, leachate or other liquid that drains from
other land onto any part of a division-approved facility.

S. Definitions beginning with the letter “S”.

(1)  “SAR” means the sodium adsorption ratio.

(2) “Secondary recovery” means a method of recovering quantities of oil
or gas from a reservoir which quantltles would not be recoverable by ordinary pnmaly
depletion methods.

(3) “Sediment oil” means tank bottoms and other accumulations of liquid
hydrocarbons on an oil and gas lease, which hydrocarbons are not merchantable tlnough
normal channels.
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(4) “Shallow pool” means a pool that has a dépth muge from zero to 5000
feet.

(5) Shul -in”” means the status of a production well or an injection well

that is temporarily closed down, whether by closmgj a valve or disconnection or other
‘physical means. : :
(6)  “Shut-in pressure” means the gauge pressure noted at the wellhead
when the well is completely shut-in, not to be confused with bottom hole pressure.

(7) .~ “Significant modification of an abatement plan” means a change in the
abatement technology used excluding design and operational parameters, or relocatron of -
25 percent or more Of the compliance sampling stations, for a single medium, as
designated pursuant to Subpalagraph (d) of Paragraph (2) of Subsection D of 19, 15 30.13
" NMAC. :

(8) “Soil” means e’uth sednnents ot other unconsolidated accumulations
of solid particles ploduced by the physical and chemical dlsmtegl ation of rocks, and that
may or may not contain organic matter.

: (9) “Spacing unit” means the area allocated foa well under a well spacing.
order or rule: Under the Oil and Gas Act, NMSA 1978, Section 70-2-12(B)(10), the
commission may fix spacing units without first creating proration units. See Rutter &

Wilbanks corp. v. oil conservation comm n, 87 NM 286 (1% 75) This is the area
lesrgnated on form C-102. ‘

(10)  “Subsurface water” means ground water and water in the' vadosc zone
that may become ground wqter or surface water in the reasonably foreseeable ‘ruture or
that vegetation may use. '

(11). “Surface waste' management facility” means a facility that leceives oil
tield waste for collection, dlsposal evaporatmn remedlatron reclamatmn tr eatment or
storage except '

(a) afacility that utilizes undergr ound nj ect10n wells sub] ect to-
division regulation pursuant to the federal Safe Drinking Water Act, and does not manage
oil field wastes on the ground in pits, ponds, below-grade tanks or land application units;

(b)  a facility permitted pursuant to the New Mexico environmental
improvement-board rules or WQCC rules; '

(¢) atemporary pit as defined in 19.15.17 NMAC

" (d) abelow-grade tank or pit that receives oil field waste from a
single well, permitted pursuant to 19. 15. 37 NMAC, regardless of the capacrty or volumc
- of o1l field waste received;

(e) a facility located at an o1l and gas product1on facility and used
for tempo1ary storage of oil field waste generated on-site from normal operations, if the
facility does not pose a threat to fresh water, public health, safety or the environment;

H a remediation conducted in accordance with a division-approved
abatement plan pursuant to 19.15.30 NMAUC, a corrective action pursuant to 19.15.29
- NMAC or a corrective action of a non-reportable release;

(g) a fac1l1ty operating pursuant to a division emergency order;

(h) asite or facility where the operator is conducting emergency
1esponse operations to abate an immediate threat to fresh water, public health, safety or
the environment or as the division has specifically directed or approved; or
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(i) a facility that receives only exempt oil field waste, receives less
than 50 barrels of liquid water per day (averaged over a 30-day period), has a capacity to
hold 500 barrels of liquids or less and is permitted pursuant to 19.15.17 NMAC.

T. Definitions beginning with the letter “T7.

(1) “Tank bottoms” means that accumulation of hydrocarbon material and
other substances that settles naturally below oil in tanks and receptacles that are used in
oil’s handling and storing, and which accumulation contains in excess of two percent of
BS&W:; provided, however, that with respect to lease production and for lease storage
tanks, a tank bottom shall be limited to that volume of the tunk in which it is contamed
that lies below the bottom of the pipeline outlet to the tank.

' (2) “TDS” means total dissolved solids.

(3) “Temporary abandonment” means the status of a well that is inactive.

(4)  “Top proration unit allowable for gas” means the maximum number of
cubic feet of gas, for the proration period, the division allocates to a gas producing unit in
an allocated gas pool.

(5) “Top proration unit allowable for oil” means the maximum number of
barrels tor oil daily for each calendar month the division allocates on a proration unit
basis in a pool to non-marginal units. The division shall determine the top proration unit
allowable for a pool by multiplying the applicable depth bracket allowable by the market
demand percentage factor in effect. ,

(6) “TPH” means total petroleum hydrocarbons.

(7) “Treating plant” means a plant constructed for the purpose of wholly
or partially or being used wholly or partially for reclaiming, treating, processing or in any
manner making tank bottoms or other waste oil marketable.

(8) “Tribal lands” means those lands for which the United States
government has a trust responsibility to a native American tribe or a member of a native
American tribe. This includes reservations, pueblo land grants tribal trust lands and
individual trust allotments.

(9) “Tribal leases” means those leases of mmerals or mterests n or nghts
to minerals for which the United States government has a trust responsibility to a native
American tribe or a member of a native American tribe.

(10)  “Tribal minerals” means those minerals for which the United States

- government has a trust responsibility to a native American tribe or a member of a native

American tribe.

(11)  “Tubingless completion” means a well completion in which the
production string ot casing has an outside diameter of 2.875 inches or less.

(12)  “Tubingless multiple completion” means completion in which two or
more common sour:es of supply are produced through an equal number of casing strings
cemented in a common wellbore, each such string of casing having an outside diameter
ot 2.875 inches or less, with the production from each common source of supply
completely segregated by cement. '

U. Definitions beginning with the letter “U”.

(1) * “Underground source of drinking water” means an aquiter that
supplies water for human consumption or that contains ground water having a TDS
concentration of 10,000 mg/l or less and that is not an exempted aquifer.
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(2) “Underproduction” means the amount ot oil or the amount of gas
during a proration period by which a given proration unit failed to produce an amount
equal to that the division authorizes in the proration schedule.

(3)  “Unit of proration for gas” consists of such multlple% of 40 acres as
may be plequlbed by division-issued special pool orders.

(4)  “Unit of proration for 01l” consists of one 40-acre tract or such
mu1t1 ples of 40-acre tracts as‘may be prescribed by division-issued special pool orders.

(5) “Unorthodox well location” means a location that does not conform to v
the spacing requirements division mles establish.

(6) “Unstable area” means a location that is s Jscepnble to natural or
human-induced events or forces capable of impairing the integrity of some or all of a
division- approved facility’s structural components. Examples of unstable areas are areas |
of poor foundation conditions, areas susceptible to mass earth movements and karst
terrain areas where karst topography is developed as a result of dissolution of llmestone

dolomite or other soluble rock. Characteristic physiographic features of karst terrain
include sinkholes, sinking streams, caves, large springs and blind valleys.

: (7) “Upstream facility” means a facility or operation associated with the
‘exploration, development, productlon or storage of oil or gas that is not a downst1 eam
facility. : : : :

V. Detmtxons beginning with the letter “V” “Vadose zone™” means
uiisaturated earth material below the land surface and above ground water, or in between
bodies of ground water.-

W. Definitions beginning with the letter “W”
(1) “Waste”, in addition to its ordinary meaning, includes:.

 (a) underground waste as those words are generally understood in
the oil and gas business, and to embrace the inefficient, excessive or improper use or
dissipation of the reservoir energy, including gas energy and water drive, of a pool, and
the locating, spacing, drilling, equipping, operating or producmg of a well-or wells ina
manner to reduce or tend to reduce the total quantity of oil oz gas ultimately recovered
fronr a pool, and the use of inefficient underground storage of gas; )

(b) surface waste as those words are generally undmstood in the o1l

and gas business, and to embrace the unnecessary or excessive surface loss or destruction

‘without beneficial use, however caused, of gas of any type or in any form, or oil, or a
product thereof, but including the loss or destruction, without beneficial use, resulting

- from evaporation, seepage, leakage or fire, especially such loss or destruction incident to
or resulting from the manner of spacing, equipping, operating or producing a well or .
wells, or incident to or resulting from the use of inefficient storage or from the production -
of 011 or gas, in excess of the reasonable market demand;

‘ (¢)  oil production in this state in excess of the reasonable market
demand for the oil; the excess production causes or results in waste that the Oil and. Gas

Act prohibits; reasonable market demand as used herein with respect to oil means the

~demand for the oil, for reasonable current requirements for current consumption and use
within or outside of the state, together with the demand of amounts as are reasonably
necessary for building up or maintaining reasonable storage reserves of oil or the

products ther eof or both the o1l and products;
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(d) the non-ratable purchase or taking of oil in this state; the non-
ratable taking and purchasing causes or results in waste, as detined in Subparagraphs (a),
(b) and (¢) of Paragraph (1) of Subsection W of 19.15.2.7 NMAC and causes waste by
violating the Oil and Gas Act, NMSA 1978, Section 70-2-16;

-{e) the production in this state of gas trom a gas well or wells, or
from a gas pool, in excess of the reasonable market demand from such source for gas of
the type produced or in excess of the capacity of gas transportation facilities for such type
of gas; the words “reasonable market demand”, as used herein with respect to gas, shall
be construed to mean the demand for gas for reasonable current requirements, for current
consumption and for use within or outside the state, together with the demand for such
amounts as are necessary for building up or maintaining reasonable storage reserves of
gas or products thereot, or both the gas and products.

(2) “Water” means all water including water situated wholly or p'u“(ly
within or bordering upon the state, whether surface or subsurface, public or private,
except private waters that do not combine with other surface or subsurface water.

(3) “Water contaminant” means a substance that could alter if released or
spilled water’s physical, chemical, biological or radiological qualities. Water -
contaminant does not mean source, special nuclear or by-product material as defined by
the Atomic Energy Act of 1954,

(4) “Watercourse” means a river, creek, arroyo, canyon, draw or wash or
other channel hdvmg dehmte banks and bed with visible evidence of the occasional flow
of water. ’

(5) “Water pollution” means introducing or permitting the introduction
into water, either directly or inidirectly, of one or more water contaminants in such

quantity and of such duration as may with reasonable probability injure human health,
animal or plant life or property, or to unreasonably interfere with the public welfare or
property use.

(6) “Well blowout” means a loss of control over and subsequent eruption -
of a dn]lm&, or workover well or the rupture of the casing, casinghead or wellhead of an
oil or gas well or injection or disposal well, whether active or inactive, accompanied by
the sudden emission of fluids, gaseous or liquid, trom the well.

(7) “Well bore” means the interior surface of a cased or open hole through
which drilling, production or injection operations are conducted.

(8) “Wellhead protection area” means the area within 200 horizontal feet
of a private, domestic fresh water well or spring used by less than five households for
domestic or stock watering purposes or within 1000 horizontal feet of any other fresh
water well or spring. Wellhead protection areas does not include areas around water
wells drilled after an existing oil or gas waste storage, treatment or disposal site was
established. '

(9) “Wetlands” means those areas that are inundated or saturated by
surface or ground water at a frequency and duration sufficient to support, and under
normal circumstances do support, a prevalence of vegetation typically adapted for life i in
saturated soil conditions in New Mexico. This definition does not include constlucted
wetlands used for-wastewater treatment purposes.
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(10)  “Working interest owner” 'means the owner of an operating interest
under an-oil and gas lease who has the exclusive right to exploit the oil and gas minerals.
~ Working interests are cost bearing. A

(11)  “WQCC” means the New Mexico water quality control commission.
[19.15.2.7 NMAC- Rp, 19.15.1.7 NMAC, 12/1/08] ‘

19.15.2.8 GENERAL OPERATIONS/WASTE PROHIBITED:
C A. The production or handling of oil or gas of any type or in any form or the -
handling of oil or"gas products in a manner, under conditions or in an amount as to
_constitute or result in waste is prohibited. _
B. - Operators, contractors, drillers, carriers, gas distributors, service
+ companies, pipe pulling and salvaging contractors, treating plant operators or other -
persons shall conduct their operations iri or related to the drilling, equipping, operating,
producing, plugging and abandonment of oil, gas, injection, disposal and storage wells or
~other facilities in a manner that prevents waste of oil and gas, the contamination of fresh
waters and shall not wastefully utilize oil or gas or allow either to leak or escape from a
natural reservoir or from wells, tanks, contamers pipe or other storage conduitor -
operating equipment.
- [19.15.2.8 NMAC - Rp, 19.15. 1 13 NMAC 12/1/08]

19.15.2. 9  ORDERS: The division or commission may issue orders, including
division or commission special pool orders when 1equ1led "md the orders shall prevail

o against rules if in conflict with them.

[19.15.2.9 NMAC - Rp, 19.15.1.11 NMAC 12/1/08]
19.15.2.10  GENERAL WAIVERS AND EXCEPTIONS: [RESERVED]

19.152.11 EMERGENCY ORDERS AND RULES:
' A. Notw1thstandmg other provisions of 19.15.2 NMAC throug,h 19.15. 39 :
NMAGC, in the event the division or commission finds an emergency exists that requires
~an order’s or rule’s issuance without a hearing, the emergency rule or order shall have the
same validity as if the division or commission held a hearing before the d1v1310n or
commission after due notice. The emergency rule or order ahall remain in force no
longer than 15 days from its effective date..
: B. Notwithstanding other provisions of 19.15.2 NMAC through 19 15. 39
NMAUC, if the division or commission finds an emergency exists, the division or
commission may conduct a hearing on an application within less than 30 days after party
files an application and the director may set the notice period at the director’s discretion.
[19.15.2.11 NMAC - Rp, 19.15.14.1225 NMAC, 12/1/08]

19.15.2.12 NUMBERING OF DIVISION ORDERS :

~ A.  Division orders entered after January 1, 1950; pertaining to the allocatlon
.. of production of oil and gas shall be prefixed with the letter “A” or “AG” in the case of
gas pools and shall be numbered consecutively, commencing with the number one, i.c.,

_ the first allocation order issued after January 1; 1950, is No A-1, the nextA 2, etc. or
AG-1 and AG-2.
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B. Other division orders entered after January 1, 1950, shall be prefixed with
the letter “R” and shall be numbered consecutively, commencing with the number 1, /.¢.,
the first such order issued after January 1, 1950, is No. R-1, the next R-2, etc.
[19.15.2.12 NMAC - Rp, 19.15.15.1304 NMAC, 12/1/08]

19.15.2.13  COMPUTATION OF TIME: In computing a period of time 19.15.2
NMAC through 19.15.39 NMAC prescribes, the day from which the period of time -
begins to run shall not be included. The last calendar day ot the time period shall be
included in the computation unless it is a Saturday, Sunday or a day on which state
agencies observe a legal holiday. Insuch case, the period of time runs to the close of
business on the next regular workday. If the period is less than 11 days, a Saturday,
Sunday or legal holiday is excluded from the computation. A
[19.15.2.13 NMAC - Rp, 19.15.14.1226 NMAC, 12/1/08]

19.15.2.14  MEETINGS BY TELECONFERENCE: Pursuant to NMSA 1978,
Section 10-15-1 commission members may participate in commission meetings and -
hearings by contference telephone or other similar communications equipment when it is
otherwise difficult or impossible for members to attend the meeting or hearing in person.
Each member participating by conference telephone or other similar communications
equipment shall be identified when speaking. Participants shall be able to hear each other
at the same time. Members of the public hearing attending the meetings or hearing shall
be able to hear commission members who speak during the meeting or hearing.
[19.15.2.14 NMAC - Rp, 19.15.1.20 NMAC, 12/1/08]

19.15.2.15  AUTHORITY TO COOPERATE WITH OTHER AGENCIES: The
division may-from time to time entér into arrangements with state and federal
governmental agencies, industry committees and individuals with respect to special
projects, services and studies relating to o1l and gas conservation and the associated
protection of fresh waters.

[19.15.2.15NMAC - Rp, 19.15.1.17 NMAC, 12/1/08]

19.15.2.16  DUTIES AND AUTHORITY OF FIELD PERSONNEL: Oil and gas
inspectors, deputy oil and gas inspectors, scouts, engineers and geologists the division
duly appoints have the authority and duty to enforce division rules. Oil and gas
inspectors and their deputies may allow minor deviations from 19.15.2 NMAC through
19.15.39 NMAC’s requirements as to field practices where, by so doing, waste is

prevented or burdensome delay or expense on the part of the operator is avoided.
[19.15.2.16 NMAC - Rp, 19.15.15.1303, 12/1/08]

19.15.2.17  DISTRICT OFFICES:
A. To expedite administration of the division’s work and its rules’
enforcement, the state is divided into four districts as follows:
1) district 1 consisting of Lea, Roosevelt and Cuny counties and that

pomon of Chaves county lying east of the north-south line d1v1dmg, ranges 29 and 30
cast, NMPM with the district office in Hobbs;




Case No. 14181
Order No. R-13050
Page 20

(2) district 2 conqmtmg of Eddy Otero, Don Am Luna Hidalgo, Glant
Sierra, Lincoln and De Baca counties and that portion of Chaves county lying west of the
north-south line dividing ranges 29 and 30 east, NMPM with the district office in Artesia;

(3)  district 3 consisting of San Juan, Rio Arriba, McKmley and Sandoval
Lounhes with the district office in Aztec; and

4) district 4 comlstmg of the lennmdel of state w1th the district oﬁlce n
Santa Fe. : ‘

B. Each-district office shall be undel the charge of a district supervisor, an oil
and gas meectm or a deputy oil and g gas mspector unless otherwise specmcally
“required. : :
C.  The district office of the dlstrlct in which the affected land is located shall

take.care of matters pertaining to the division.
[19.15.2 17 NMAC Rp, 19.15.15.1301 NMAC, 2/1/08]

19.15.2. 18 RENUMBERING'OR REORGANIZATION OF RULES: When the
commission approves reorganization or renumbering of division rules, either through

" amendment or repeal and replacement, persons with permits; orders or agreements that -
reference rules that have been reorganized or renumbered shall comply with the rules as
reorganized or renumber ed.

[19.152.18 NMAC - N, 12/1/08}
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The Oil Conservation Division 1‘epeal§ its rule 19.15.3 NMAC (filed 5/30/2008) entitled
Drilling, effective December 1, 2008.
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TITLE 19 NATURAL RESOURCES AND WILDLIFE

CHAPTER 15 OIL AND GAS

PART 3 RULEMAKING

19.15.3.1 ISSUING AGENCY: Ener gy, Mmelals and Natural Rcsomces
Department, Oil Conservation Division.
[19:15.3.1 NMAC - Rp, 19.15.14.1 NMAC, 12/1/08]

19.15.3.2 . SCOPE: 19.15.3 NMAC appheq to pelsons or entities engaged n
rulemaking proceedings before the commission:. : :
[19.15.3.2 NMAC - Rp, 19.15.14.2 NMAC, 12/1/08]

19.15.3.3 STATUTORY AUTHORITY: 19.15.3 NMAC is adopted pursuant:to
“the Oil and Gas Act, NMSA 1978, Section 70 2-6, which grants the oil conservation
division and the oil conservation commission jurisdiction and authority over all matters
‘relating to the conservation of oil and gas, the prevention of waste of oil and gas and of”
potash as a result of oil and gas operations, the protection of correlative rights and the.
~ disposition of wastes resulting from oil and gas operations, and NMSA 1978, Section 70-
2-7, which provides that the division shall prescribe by rule its hearing procedures.
[19.15.3.3 NMAC - Rp, 19.15.14.3 NMAC, 12/1/08]

19.15.3.4 JDURATION: Permanent. ,
[19.15.3.4 NMAC - Rp, 19.15.14.4 NMAC, 12/1/08]

19.15.3.5- EFFECTIVE DATE December 1, 2008, unless a later date is cited at
the end of a section. ' _ ' : C
[19.15.3.5 NMAC - Rp, 19.15.14.5 NMAC, 12/1/08]

19.15.3.6 OBJECTIVE: To establish procedures for :f;ommission mlemakiﬁg
proceedings. - '

| [19 15.3.6 NMAC - Rp,1915146NMAC 12/1/08]

19.15.3.7 - DEFINITIONS [RESERVED]
[See 19.15. 3.7 NMAC for definitions.]
[19.15.3.7NMAC - N, 12/1/08] '

-19.15.3.8 RULEMAKING INITIATION:
A.  The commission may commence a rulemaking proceedmg by i 1ssu1ng an
order initiating rulemaking. The-division, an operator or producer or other person may

initiate a rulemaking proceeding by filing an application to adopt, amend or repeal arule

with the commission clerk. The application shall be in writing and applicants shall
specifically identify the rule the applicant seeks for the commission to adopt, amend or
repeal. The application or order initiating rulemaking shall include the following:

(1)  abrief summary of the proposed rule change’s intended effect;

(2) aproposed draft of the new rule or amendment;

(3) * the applicant’s name; .
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(4) the applicant’s address, or the address of its attorney, including an e-
mail address and fax number if available;

(5) -aproposed-legal notice for publication; and

(6) any other matter a commission order requires.

B. An applicant shall file six sets of the application for rulemaking with the
commission clerk. The applicant shall file the application by delivering the application to
the commission clerk in person, by mail or by facsimile, as long as the applicant mails or
delivers six sets of the application to the commission clerk on the next business day.

C. Upon receiving an application for rule change the commission clerk shall
file the application, and shall deliver a copy to all commissioners within 10 business days
of the application’s receipt. Unless the commission chairman or another commissioner
indicates, within 10 business days following the commission clerk’s delivery of the rule
change application, that a hearing is not necessary or appropriate, the chairman shall
schedule a hearing ¢n the rule change application. If a commissioner indicates to the
chairman, or if the chairman concludes, that a hearing is not necessary or appropriate
because the application is repetitive or frivolous or for any other lawtul reason, the
commission shall determine within 60 days of the application’s filing whether to hear the
application, and if the commission decides to hear the application, the chairman shall
schedule a hearing on the rule change application.

D. 19.15.3.8 NMAC shall not apply to special pool orders, which the

- commission or the division may adopt, amend or rescind in adjudicatory proceedings

subject to 19.15.4.9 NMAC and 19.15.4.12 NMAC’s notice provisions.
[19.15.3.8 NMAC - Rp, 19.15.14.1201 NMAC, 12/1/08]

19.1539  RULEMAKING NOTICE:
A. The division shall publish notice of a proposed rulemaking set for the
hearing in the name of the “State of New Mexico”, signed by the commission chairman

-and bearing the commission’s seal. The notice shall state the hearing’s date, time and

place and the date by which those commenting shall submit their written comments to the
commission clerk. The notice shall be published as follows: :

(1) one time in a newspaper of general circulation in the counties that the
proposed rule change affects, or if the proposed rule change will have statewide effect, in
a newspaper of genaral circulation in the state, no less than 20 days prlor to.the scheduled
hearing date;

(2) on the applicable docket for the commission hearing at which the
commission will hear the matter, which the commission clerk shall send by regular or
electronic mail not less than 20 days prior to the hearing to all who have requested such
notice;

3) one time in the New Mexico register, with the publication date not less
than 10 business days prior to the scheduled hearing date; and

(4) = by posting on the division’s website not less than 20 days prior to the

‘scheduled hearing date.

B. In cases of emergency, the commission chairman may shorten thcse t1me
limits by written order.
[19.15.3.9 NMAC - Rp, 19 15.14.1202, 12/1/08]
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19.15.3.10 COMMENTS ON RULEMAKING: A person may submit written,
electronic or facsimile comments on-a proposed rule change, and those comments shall
be made part of the hearing record. Individuals or entities shall provide written.
comments on the proposed rule change to the commission clerk not later than five

~ business days betore the scheduled hearing date, unless the commission chairman or the
- commission extends the time for filing comments. The commission-chairman or the
~ commission may extend the time for filing written, electronic or facsimile.comments by
- making an anhouncement at the hearing, or by posting notice on the division’s website.
A person'may review written, electronic or facsimile comments on a proposed rule
changeat the division’s Santa Fe office. The division shall post copies of written,
electronic or facsimile comments that persons have filed with the commission clerk on
the division’s website as soon as practicable after they are filed.

: [19.15.3.10NMAC—Rp, 19.]5.14‘.1203 NMAC 12/1/08‘] :

19.15.3.11 RULEMAKING HEARING PARTICIPATION
, " A. . Non-technical testimony.

(1) A person may testlfy or make an un-sworn statement at the 1u1emakmg .
‘hearing. A person does not need to file prior notrhcatlon with the commission clerk to
pr esent non-technical testimony at the hearing. -

(2) A person may also offer exhibits in conneetlon with the testlmony, SO
long as the exhibits are relevant to the proposed rule change and do not unduly repeat the
testimony. A person offering exhibits shall file exhlblts prior to the Scheduled hearing

‘date or submit them at the hearing. :
_ ’ (3) DLkicmbersofthe g gjeneral public who wish to preqent non-technical
~testimony should indicate their intent on a sign-in sheet at the hearing.
B. Technical testimony.

(1) A person, mcludmg the lelSlOD who mtends to pr esent technical
testimony or cross-examine witnesses at the hearing shall, no later than five business days
before the scheduled hearing date, file six sets.of a pre- -hearing statement with the
~comimission clerk. -Corporations, partnerships, governmental agencies, political

subdivisions, unincorporated associations and other collective entities shall appear only
'through an attorney or through a duly authorized officer ormember. -

(2) - The pre-hearing statement shall include the person or entity’s name
and 1ts qttomey s name; the names of all witnessés the person or entity will call to testify
at the hearing; a concise statement of each witnesses’ testimony; all technical witnesses’”

_qualifications including a description of the witnesses’ education and experience; and the
* approximate time the person or entity will need to present its testimony. The person.or’
entity shall attach to the pre-hearing statement any exhibits it plans to offer as evidence at
the hearing. A corporation or other entity not represented by an attorney shall identify in
its pre-hearing statement the person who will conduct its presentation and shall attach a
sworn and notarized statement from the corporation’s or entity’s governing body or chief
executive officer attesting that it authorizes that person to represent the corporation or-
_ entrty

(3) The commission may exclude any expert witnesses or technical ‘
exhibits not identified in or attached to the pre-hearing statement unless the testimony or
exhibit is offered solely for rebuttal or the person or entity offering the testimony or
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exhibits demonstrates good cause for omlttmb the witness or exhibit tlom its pre-hearing
statement. :
(4)  The division shall post copies of pre—hearing statements filed with the
commission clerk on the division’s website as soon as practicable after they are filed. A
person may review pre-hearing statements filed with the commission clerk at the
division’s Santa Fe office.
C. Moditications to proposed rule changes.
(1) A person, other than the applicant or a commissioner, 1econnnendmt,
modifications to a proposed rule change shall, no later than 10 business days prior to the
- scheduled hcmmg date, tlle a notice of recommended moditications with the commission
clerk.
' (2) The notice shall include:

(a) the text of the recommended modifications to the proposed rule
change; : _
- (b) an explanation of the recommended modification’s impact; and
. (¢) reasons for adopting the modification. ‘
[19.15.3.11 NMAC - Rp, 19.15.14.1204 NMAC, 12/1/08]

19.15.3.12 RULEMAKING HEARINGS:
A. Conduct of hearings.
(1) The rules of civil procedure and the rules of evidence shall not apply.
(2) The commission shall conduct the hearing so as to provide a
reasonable opportunity for all persons to be heard without making the hearing
ummqonably lengthy or cumbersome and without unnecessary repetition. The hearing
shall proceed as follows:
(a) - the hearing shall begin with a statement trom the commission
‘chairman identifying the hearing’s nature and subJect matter and explaining the
procedures to be followed;
(b) the commission may allow persons to make a brief opening
statement; '
(¢) unless otherwise ordered, the applicant, or in the case of
commission initiated rulemaking, commission or division staff, shall present its case tirst;
_ (d) the commission chairman shall establish an order for other
participants’ testimony based upon notices of intent to present technical testimony, sign-
in sheets, the availability of witnesses who cannot be present for the entire hearing and
any other appropriate factor;
(¢)  the commission may allow persons to make a briet closmg

statement;

(f) if the hearing continues for more than one day, the commission .
shall provide an opportunity each day for public comment;

(g) at the close of the hearing, the commission shall determine
whether to keep the record open for written submittals including arguments and proposed
statements of reasor:s supporting the proposed commission decision; in considering
whether the record will remain open, the commission shall consider the reasons why the
material was not presented during the hearing, the significance of material to be
submitted and the necessity for a prompt decision; if the commission keeps the record
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open, the commission chairman shall announce at the hearing’s conclusion the subjects
on which the Lommmsron will allow submittals and the deadline for filing the submittals;
and ' - ‘ '

, (h)  if the hearing i is not completed on the day that it commences, the .
commission may, by announcement, continue the hearing as necessary wrthout turther
notice.

B. vTestimony'and cross-examination.

() The commission shall take all tcstlmony under oath or affirmation,,
whth may be accomplished en masse or mdrvrdually However, a person may make an
un-sworn position statement. : '

(2) The commission shall admit relevant evidence, unless the commission
determines that the evidence is incompeétent or unduly repetitious.

. (3) A person who testifies at the hearing is subject to cross-examination by
~a person who has filed a pre-hearing statement on the subject matter of the person’s direct
“testimony. A person who presents technical testimony may also be cross-examined on .
matters related to the person’s background and qualifications. The commission may limit
cross-examination to avoid harassment intimidation, needlesg expendlture of time or
undue repetition.. -
' C. . Exhibits. ~
' (1) A person oﬁenng an e‘(h]blt shall pr: ovrc‘e six sets of the exhrbrt for the
commission, copies for each of those individuals or entities that have filed an intent to '
present technical testimony or’cross-examine wrtneqses at the hearmé and hve addrtronal
~ copies for others who may attend the hearing. : ' '

(2) Exhibits. offered at the hearing shall-be marked w1th a deﬂgnatron
1dcnt1rym;3 the person offering the exhibit and shall be numbered sequentially.

D. Transcript of proceeding. ‘ :
(1) The commission shall make a verbatim record ot the hearing.

‘() A person may obtain a copy of the hearing transcript. The person

requesting the copy shall pay for the cost of the copy ofthe hearing tr anscrlpt
E. Deliberation and decision.

(1) - If a quorum of the commission attended the hearmg, and if the hearing
agenda indicates that a decision might be made at the hearing’s conclusion, the
commission may immediately deliberate and make a decision in open session on the

‘proposed rule change based on a motion that includes reasons for the decision.

‘ (2)  If, during the course of deliberations, the commission determines that -
additional testimony or documentary evidence is necessary for a proper decision on the’
proposed rule change, the commission may reopen the hearing for addltronal evidence
after-notice pursuant to 19.15.3.9 NMAC. :

(3) The commission shall issue a written order adopting or 1efusmg to-
adopt the proposed rule change, or adopting the proposed rule change in part; and shall
include in the order the reasons for the action taken. :

(4) Upon the commission’s issuance of the order, the commission clerk
shall post the order on the division’s website and mail or e-mail a copy of the order to
each person who presented non-technical testimony at the he'lrmg or who hled apre-
hearing statement, or the person’s attomey
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I Filing. The division shall file with the state records center and archives
and publish any rule the commission adopts, amends or repeals consistent with the State
Rules Act. '

[19.15.3.12 NMAC - Rp, 19.15.14.1205 NMAC, 12/1/08]
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The Oil Conservation Division repeals its rule 19.15.4 NMAC (filed 5/30/2008) entitled
Plugging and Abandonment of Wells, effective December 1, 2008.
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TITLE 19 NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS

PART 4 ADJUDICATION.

19.15.4.1 ISSUING AGENCY: Energy, Minerals and Natural Resources
Department, Oil Conservation Division.
[19.15.4.1 NMAC - Rp, 19.15.14.1 NMAC, 12/1/08]

19.15.4.2 SCOPE: 19.15.4 NMAC applles to persons eng,a“ed in adjudicatory
proceedings before the division or the commission.
[19.15.42 NMAC -Rp, 19.15.14.2 NMAC, 12/1/08]

19.15.4.3 STATUTORY AUTHORITY: 19.15.4 NMAC is adopted pursuant to
the O1l and Gas Act, NMSA 1978, Section 70-2-6, which grants the oil conservation
division and the oil conservation commission jurisdiction and authority over all matters
relating to the conservation of o1l and gas, the prevention of waste of oil and gas and of
potash as a result of oil and gas operations, the protection of correlative rights and the
disposition of wastes resulting from oil and gas operations, and NMSA 1978, Section 70-

2-7, which provides that the division shall prescribe by rule its hearing procedures.
[19.15.4.3 NMAC - Rp, 19.15.14.3 NMAC, 12/1/08]

19.15.4.4 DURATION: Permanent.
[19.15.4.4 NMAC - Rp, 19.15.14.4 NMAC, 12/1/08]

19.15.4.5 EFFECTIVE DATE Decembel 1, 2008, unless a later date is cited at
' the end of a section.
[19.15.4. SNMAC Rp, 19.15. 14 S NMAC, 12/1/08]

19'.15..4.6 _ OBJ’;‘ECTIVE: To establish procedures for adjudicatory hearings before
the division or commission. '
[19.15.4.6 NMAC - Rp, 19.15.14.6 NMAC, 12/1/08]

19.15.4.7 DEFINITIONS: [RESERVED]
[See 19.15.2.7 NMAC for definitions.]
[19.15.4.7 NMAC - N, 12/1/08]

19.15.4.8 INITIATING AN ADJUDICATORY HEARING:

A. The division, attorney general, an operator or producer or other person
with standing may file an application with the division for an adjudicatory hearing. The
director, upon receiving a division examiner’s recommendation, may dismiss an
application for an adjudicatory proceeding upon a showing that the applicant does not -
have standing. The person applying for the hearing or an attorney representing that
person shall sign the application requesting an adjudicatory hearing. The application
shall include: , '

(1) the applicant’s name;
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(2) - the applicant’s address, or the address of the npplicant’s attorney,

including an e-mail address and fax number if available;
' (3) the name or general descnptmn of the common source or sources of

%upply or the area the order sought affects;

(4) briefly, the general nature of the order soug,l

(5) aproposed legal notice for publication; and

(6) any other matter division rules or a division order requires.

.B. - Applicants for adjudicatory hearings shall file written applications with

the division clerk at least 30 days before the application’s scheduled hearing date.
[19.15.4.8 NMAC - Rp, 19.15.14.1206 NMAC, 12/1/08] '

19.15.4.9 ADJUDICATORY HEARING NOTICE: : -
A. The division shall publish notice of an adjudicatory hearing in the name of
the “State of New Mexico”, signed by the director and beaxlng, the commission’s seal, .
Qtatmg ‘ ,
(1) the adjudicatory healmgD s time and place;
(2) whether the case is set f01 healmg before the commission or a division
examiner;

3) the applicant’s name and address, or address of the app'licdnt’s

attorney, including an e-mail address and fax number if available;
- (4)  acase name and number;

(5)  abrief description of the hearing’s purpose _

(6) areasonable identification of the adjudication’s subject matter that
alerts persons who may be atfected if the division grants the application; '

(7) if'the application secks to adopt, revoke or amend special pool orders;
establish or alter a non-standard unit; permit an unorthodox location or establish or affect
a well’s or proration unit’s allowable, the notice shall specify each pool or common
source of qupply that the division or commission’s glantmg the appllcatlon may affect;

~and :

» (8) 1if the application seeks compulsory poolmg or statutory umtlzatlon, the
notice shall contain a legal description of the spacing unit or geographical area the -
applicant seeks to pool or unitize.

B. The division shall publish notice of each adjudlcatmy hearmg, s before the -
commission or a division examiner at least 20 days before the hearing by:

(1) posting notice on the division’s website;

(2) delivering notice by ordinary hrst class United States mail or
electronic mail to each person who has requested in writing to be notified of such
hearings; and . , A

(3) if before the commission, publishing notice in a newspaper of general
circulation in the counties the application affects, or if the apphcatlon s effect Wlll be
statewide, in a newspaper of: general circulation in the state.

[19.15.4.9 NMAC - Rp, 19.15.14.1207 NMAC, 12/1/08]

19.154.10  PARTIES TO ADJUDICATORY PROCEEDINGS |
A. The parties to an adjudicatory ploceedmg shall include:
- (1) the applicant; -




Case No. 14181
Order No. R-13050

Page 37

(2)  aperson to whom statute, rule or order requires notice (not including
those persons to whom 19.15.4.9 NMAC requires distribution of hearing notices, who are-
not otherwise entitled to notice of the particular application), who has entered an '
~ appearance in the case; and

(3) aperson who properly intervenes in the case.

B. A person entitled to notice may enter an appearance at any time by filing a
written notice of appearance with the division or the commission clerk, as applicable, or,
subject to the provisions m Subsection C of 19.15.4.10 NMAC, by oral appearance on the
record at the hearing.

C. A party who has not entered an appearance at least one businéss day prior
to the pre-hearing statement filing date provided in Paragraph (1) of Subsection B of
19.15.4.13 NMAC shall not be allowed to present technical evidence at the hearing
unless the commission chairman or the division examiner, for good cause, 0thexw1se
directs. '

D. A party shall be entitled to a continuance of any hearing, it it did not
receive notice of the hearing at least three business days pricr to the date for ﬁlmg a
timely appearance as 19.15.4 NMAC provides. -

[19.15.4.10 NMAC - Rp, 19.15.14.1208 NMAC, 12/1/08]

19.154.11 ADJUDICATORY PROCEEDING INTERVENTION:

A. A person with standing with respect to the case’s subject matter may
intervene by filing a written notice of intervention with the division or commission clerk,
as applicable, at least one business day before the date tor filing a pre-hearing statement.
Notice ot intervention shall include:

(1) the intervenor’s name;
(2) hentervenor’s address, or the address of the intervenor’s attomey,
- including an e- mail address and fax number if available; :
(3) the nature of intervenor’s interest in the application; and
(4) the extent to which the intervenor opposes issuance of the order
- applicant seeks. '

B. The division exammer or commission chairman may, at their discr etion,
allow late intervenors to participate if the intervenor files a writtei notice on or after the
date provided in Subsection A of 19.15.4.8 NMAC, or by oral appearance on the record
at the hearing.

C. The d1v1s10n‘exammer or the commission cliairman may strike a notice of
intervention on a party’s motion if the intervenor fails to show that the intervenor has
standing, unless the intervenor shows that intervenor’s participation will contribute
substantially to the prevention of waste, protection of correlative rights or protection of
public health or the environment. :

[19.15.4.11 NMAC - Rp, 19.15.14.1209 NMAC, 12/1/08]

19.15.4.12  NOTICE REQUIREMENTS FOR SPECIFIC ADJUDICATIONS:
A. Applicants for the following adjudicatory hearings before the division or
commission shall give notice, in addition to that 19.15.4.9 NMAC requires, as follows. A
(1) €ompulsory pooling and statutory unitization.
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(a) The applicant shall give notice to an owner of an interest in the
- mineral estate ot any portion of the lands the applicant proposes to be pooled or unitized
-~ whose interest is evidenced by a written conveyance document either of record or known
to the applicant at the time the applicant filed the applicaticn and whose interest has not
been voluntarily committed to the area proposed to be pooled or unitized (other than a’
royalty interest subject to a pooling or unitization clause). :
‘ - (b) When the applicant has given notice as required in Subsection A
0f 19.15.4.9 NMAC, of a compulsory pooling application, the proposed unit is not larger
in size than provided in 19.15.15 NMAC or applicable special pool orders, and those
owners the applicant has located do not oppose the application, the applicant may file
under the 10110w1mD altema‘uve procédure. The application shall include the following:
» o (i) astatement that the apphcant expects no opposition
including the reasons why;
: ~(ii). a'map outlining the spacing unit to be pooled, showing the
owrership of each separate tract in the proposed unit and the proposed well’s location;
(iii)  the names and last known addresses of the interest
owners to be pooled and the nature and percent of their interests and an attestation that
the applicant has conducted a diligent search of all public records in the county whexe the
well is located and of phone directories, including computer searches;
’ (iv)  the names of the formations and pools to be pooled;
(v) a statemen_t as to whether the pooled unit is for gas or oil -
production or both; : ‘
' (vi) written evidence of attempiq the appllcant made to gain
voluntaly ag1 cement including but not limited to copies of relevant correspondence;
(vii)  proposed overhead charges (combined fixed rates) to be-
applied during drilling and production operations along with the basis for such charges;
_ (viii) the location and proposed depth of the well .t'o be drilled
on the pooled units; and .
' (ix)  acopy of the AFE the appllcant 1‘[ appomted operator,
~will submit to the well’s interest owners.

(¢) Applicants shall provide with all submlttals sworn and notanzed
statements by those persons who prepared submittals, attesting that the information is
correct and complete to the best of their knowledge and belief. '

(d) - The division shall set unopposed pooling applications for
hearing.. If the division finds the application complete, the information submitted with

- the application shall constitute the record in the case, and the d1v1s1on shall 1ssue an orde1
- based on the record. ' -
(e) Atan interested person’s request or upon the division’s own
iitiative, the division shall set a poolmg apphcatlon for full hearing with oral testimony
~ by the applicant. ‘
2) Unoﬂhodox well locations.
- - (a) Affected persons are the followmgr persons ownm&, interests in’
the adjoining spacing units: :
- (i) the division-desi gnated operator;
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(i)  inthe absence ot an operator, a lessee whose interest is
evidenced by a written conveyance document either of record or known to the applicant
as of the date he files the application; and

(iii) in the absence of an operator or lessee, a mineral interest
owner whose interest is evidenced by a written conveyance document either of record or
known to the applicant as of the date the applicant filed the application.

“(b) In the event the proposed unorthodox well’s operator is also the
operator of an existing, adjoining spacing unit, and ownership is not common between
the adjoining spacing unit and the spacing unit containing the proposed unorthodox well,
then affected persons include working interest owners in that spacing unit. ‘

(¢) Ifthe proposed location is unorthodox by being located closer to
the spacing unit’s outer boundary than 19.15.15 NMAC or applicable special pool orders
permit, the applicant shall notify the affected persons in the adjoining spacing units
towards which the unorthodox location encroaches.

(d) It the proposed location is unorthodox by bemg, located in a
different quarter-quarter section or quarter section than special pool orders provide, the
applicant shall notity affected persons.

(3) Non-standard proration unit. The applicant shall notify owners of
interest in the mineral estate to be excluded from the proration unit in the quarter-quarter
section for 40-acre pools or formations, the one-half quarter section for 80-acre pools or
formations, the quarter section for 160-acre pools for formations, the half section for 320-
acre pools or.formations or section for 640-acre pools or formations in which the non-

standard unit is located and to such other persons as the division requires.
' (4) Special pool orders regulating or affecting a specific pool.

(a) Except for non-standard proration unit applications, if the
application involves changing the amount of acreage to be dedicated to a well, the
applicant shall notity: ,

(i) division-designated operators in the pool; and

(ii)  owners of interests in the mineral estate in ex1stmb

spacing units with producing wells. :
' (b) Ifthe application involves other matters, the applicant shall
notify:
(i) - division-designated operators in the pool; and
(i)  division-designated operators of wells within the same
formation as the pool and within one mile of the pool’s outer boundary that have not been
assigned to another pool.

(5) Special orders regarding any division- demgnated potash area. The

-applicant shall notify potash lessees, oil and gas operators, oil and gas lessees and
.unleased mineral interest owners within the designated potash area.

(6) Downhole commingling. The applicant shall notity owners of interests
in the mineral estate in the spacing unit if ownership is not common for commingled
zones within the spacing unit.

(7)  Surface dispesal of produced water or other fluids. The applicant shall
notity surface owners within one-half mile of the site.

(8) Surface commingling. The applicant shall give notice as Subsection C
ot 19.15.12.10 NMAC prescribes.
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~(9)  Adjudications not listed above. The dpplicant shall give notice as the
division requires. ' ' "
B: Type and content of notlce The applicant shall send a notice 19.15.4.9
NMAC requires by certified mail, return receipt requested, to the last known address of
“the person to whom notice is to be given at least 20 days prior to the application’s
scheduled hearing date and shall include a copy of the application; the hearing’s date,
time and place; and the means by which protests may be made. When an applicant has.
been unable to locate persons entitled to notice atter exercising reasonable diligence, the -
applicant shall provide notice by publication, and submit proot of publication at the
hearing. Such proof shall consist of a copy of a legal advertisement that was published at. -
least 10 business days before the hearing in a newspaper of general circulation in the
county or counties in which the property is located, or if the application’s effect is.
statewide, in a newspaper of general circulation in thlS state togethe1 W1th the
" newspaper’s affidavit of publication. : IR
C. At the hearing, the applicant shall make a record, e1the1 by testimony or
affidavit, that the appllcant or its authouzed 1epresentat1ve has signed, that the apphcant
has:
(1) complied with notice provisions of 19. 15 4.9 NMAC
(2) . conducted a good faith diligent effort to find the corr ect addresses of
pelsons entitled to notice; and '
\ (3) given notice at that correct address as 19. 15.4.9 NMAC requlres in
_ addition, the record shall contain the name and address of each person to whom notlce
was sent and, where proof of receipt is available, a copy of the proof.
D. Evidence of failure to provide notice as 19.15.4.9 NMAC 1equ1res may, .
upon proper showing, be considered cause for reopening the case. ‘ '
E.  Inthe case of an administrative application where the requned notice was
sent and a timely filed protest was made; the division shall notify the applicant and the
protesting party in writing that the case has been set for hearing and the hearmg s date, -
time and place. No further notice is required.
[19.15.4.12 NMAC - Rp, 19. 15 14.1210 NMAC, 12/1/08]

19.15.4.13  PLEADINGS, COPIES, PRE- HEARING STATEMENTS
EXHIBITS AND MOTIONS FOR CONTINUANCE:
A. Pleadings. Applicants shall file two sets of pleadings and corr espondence

in cases pending before a division examiner with the division clerk and six sets of

pleadings and correspondence in cases pending before the commlssmn with the
commission clerk. For cases pending before the commission, the commission clerk shall
disseminate copies of pleadings and correspondence to the commission members. The
party filing the pleading or correspondence shall at the same time serve a copy of the
pleading or correspondence upon each party who has entered an appearance in the case
on or prior to the business day immediately preceding the date when the party files the
“pleading or correspondence with the division or the commission clerk, as applicable.
Parties shall accomplish service by hand delivery or transmission by facsimile or

electronic mail to a party who has entered an appearance o, if the party is represented,
-the party’s attorney of record. Service upon a party-who has not filed a pleadmg
containing a facsimile number or e-mail address may be made by ordinary first class

-
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mail. Parties shall be deemed to have made an appearance when they have either sent a
letter regarding the case to the division or commission clerk or made an in person
appearance at a hearing before the commission or before a division examiner. A written
appearance, however, shall not be complete until the appearing party has provided notice
to other parties of record. An initial pleading or written entry of appearance a party other
than the applicant files shall include the party’s address or the address of the palty S
attorney and an e-mail and facsimile number if available.

B. Pre-hearing statements.

(1) A party to an adjudicatory proceeding who intends to present evidence
at the hearing shall file a pre-hearing statement, and serve copies on other parties or, for
parties that are represented, their attorneys in the manner Subsection A of 19.15.4.13
NMAC provides, atleast four business days in advance of a scheduled hearing betfore the
division or the commission, but in no event later than 5:00 p.m. mountain time, on the
Thursday preceding the scheduled hearing date. The statement shall include:

(a) the names of the party and the party’s attorney;
(b) aconcise statement of the case;
(c) - the names of witnesses the party will call to testity at the
hearing, and in the case of expert witnesses, their fields of expertise;
(d) the approximate time the party will need to present its case; and
(e) identification of any procedural matters that are to be resolved
prior to the hearing.

(2) A party.other than the applicant shall include in its pre-hearing .
statement a statement of the extent to-which the party supports or opposes the issuance of
the order the applicant seeks and the reasons for such support or opposition. In cases to
be heard by the commission, each party shall include copies of exhibits that it proposes to
offer in evidence at the hearing with the pre-hearing statement. The commission may
exclude witnesses the party did not identify in the pre-hearing statement, or exhibits the
party did not file and serve with the pre-hearing statément, unless the party otfers such
evidence solely for rebuttal or makes a satisfactory showmg of good cause for failure to
disclose the witness or exhibit. '

(3) A pre-hearing statement filed by a corporatlon or other entity not
represented by an attorney shall identify the person who will conduct the party’s
- presentation at the hearing and include a sworn and notarized statement attesting that the
corporation’s or entity’s governing body or chief executive oﬁlcer authorizes the person
to present the corporation or entity in the matter.

(4) For cases pending before the commission, the commission clerk shall
disseminate copies of pre-hearing statements and exhibits to the commission members.

C. Motions for continuance. Parties shall file and serve motions for
continuance no later than 48 hours prior to time the hearing is set to begin, unless the
reasons for requesting a continuance arise after the deadline, in which case the party shall
file the motion as expeditiously as p0531ble after becoming aware of the need for a '
continuance.

[19.15.4.13 NMAC - Rp, 19.15.14.1211 NMAC, 12/1/08]

19.15.4.14 CONDUCT OF ADJUDICATORY HEARINGS:
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‘ A. Testimony. Hearings before the commlssmn ora dlvmon éxaminer %hall
.~ be conducted without rigid formality. The division or commission shall take or have
someone take a transcript of testimony and preserve the tl{lAlSCIlpt as a part of the
division’s permanent records. A person testifying shall do so under oath. The division
examiner or commission shall designate whether or not an interested party’s un-sworn . -
“comments and obqervations are relevant and, if relevant, include the comments and
observations in the record. ’
' ‘B. Pre-filed testimony.. The director may order the parties to tile prepared
~ written testimony i advance of the hearing-for cases pending before the commission,
The witnessshall be present at the hearing and shall adopt, under oath, the prepared
written testimony, subject to cross-examination and motions to strike unless the witness’
presence at hearing is waived-upon notice to other parties and without their objection. -
The parties shall number pages of the prepar ed written testlmony, which shall contain
line numbers on the left-hand side. :
' C.  Appearances pro se or through an attorney. Parties may appear 'md
participate in hearings either pro se (on their own behalf).or through an attorney.
- Corporations,.partnerships, governmental entities, political subdivisions, unincorporated
associations and other collective entities may appear only through an attorney or through
a duly authorized officer or member. Participation in adjudicatory hearings shall be
limited to parties, as defined in 19.15.4.10 NMAC, except that a representative of a
federal, state or tribal governmental agency or political subdivision may make a
statement on the agency’s or political subdivision’s behalf.! The commission or division
examiner shall have the discretion to allow other persons present at the hearing to make a
relevant statement, but not to present evidence or cross-examine witnesses. A person
makmg a statement at an adjudicatory hearmg shall be subject to cross- exammatlon by
- the parties or their attorneys. ~
- [19.15.4.14 NMAC - Rp, 19.15.14. 12]2NMAC 12/1/08]

19.15-.4.15 : CONT_INUANCE OF AN ADJUD_ICATORY HEARING: A division

- examiner or the commission chair may continue an adjudicatory hearing before a division
examiner or the commission held after due notice to a specified time and place w1thout )
the necessity of notice of the same being served or published.

© [19.15.4.15 NMAC - Rp,1915141213NMAC 12/1/08]

19.154.16 POWER TO REQUIRE ATTENDANCE OF WITNESSES AND
PRODUCTION OF EVIDENCE; PRE- HEARING PROCEDURE FOR
"ADJUDICATORY HEARINGS: '

A. Subpoenas. The commission or its members and the director or the
director’s authorized representative have statutory power to subpoena witnesses and to
require the production of books, papers, records, other tangible things or electronic data
in a proceeding before the commission or division. The director or the director’s . -
authorized representative shall issue a subpoena for attendance at a hearing upon a:

- party’s written request. The director or the director’s authorized representative shall,
upon a party’s request, issue a subpoena for production of books, papers,.records, other .
tangible things or electronic data in advance of the hearing. The director or the division
examiner assigned to héar the case may consider pre-hearing motions, such as motions
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for protection or quashing of subpoenas, prior to the hearing pursuant to Subsection C of
19.15.4.16 NMAC or to reserve such matters for consideration at a hearing on the mertts.
The commission and director or the director’s authorized representattve shall issue
subpoenas for witness depositions in-advance of the hearing only in extmmdmaly
circumstances for good cause shown.

B. Pre-hearing conferences. The division examiner or the director may hold
a pre-hearing conference prior to the hearing on the merits in cases pending before the
division or the commission, respectively, either upon a party’s request or upon the
director or a division examiner giving notice. The pre-hearing conference’s purpose shall
be to narrow issues, eliminate or resolve other preliminary matters and encourage
settlement. The director or examiner may issue a pre-hearing order following the pre-
hearing conference. The director or division examiner shall either provide or ensure that
written or oral notice ot a pre-hearing conference is given to the applicant and to other
parties who, at the time such conference is scheduled, have filed appearances in the case.

C. Hearings on motions. The director or a division examiner may rule on
motions that are necessary or appropriate for disposition prior to a hearing on the merits.
If the case is pending before the commission, the director shall rule on a motion; provided
that the director may refer a motion for hearing by a division examiner specifically
designated for the purpose, who, if the case is a de novo application, shall not have
participated in the case prior to the filing of the application for de novo hearing. Prior to
ruling on a motion, the director or division examiner shall give written or oral notice to
each party who has filed an appearance in the case and who may have an interest in the
motion’s disposition (except a party who has indicated that it does not oppose the
motion), and shall allow interested parties an opportunity, reasonable under the
circumstances, to respond to the motion. The director or division examiner may conduct
a hearing on a motion, following written or oral notice to interested parties, either at a

pre-hearing conference or otherwise. ' If the commission or division receives oral

testimony at a hearing, the commission or division examiner shall ensure that a record 1s
made of the testimony as at other hearings.
[19.15.4.16 NMAC - Rp, 19.15.14.1214 NMAC, 12/1/08]

19.15.4.17 RULES OF EVIDENCE AND EXHIBITS FOR ADJUDICATORY
HEARINGS: : .

A. Presentation of evidence. Subject to other provisions of 19.15.4.16
NMAC, the commission or division examiner shall atford full opportunity to the parties
at an adjudicatory hearing before the commission or division examiner to present
evidence and to cross-examine witnesses. The rules of evidence applicable in a trial
before a court without a jury shall not control, but division examiners and the
commission may use such rules as guidance in conducting adjudicatory hearings. The
commission or division examiner may admit( relevant evidence, unless it is immaterial,
repetitious or otherwise unreliable. The commission or division examiner may take
administrative notice of the authenticity of documents copied from the division’s files.

B. Parties introducing exhibits at hearings before the commission or a
division examiner shall provide a complete set of exhibits for the court reporter, each
commissioner or division examiner and other parties of record.
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C. A pmt}‘} requesting incorporation of records from a previous hearing at a
commission hearing shall include copies of the record for each commissioner.
[19:15.4.17 NMAC - Rp, 19.15.14. 121>NMAC 12/1/08]

19.15.4.18 DIVISION EXAMINER’S QUALIFICATIONS, APPOINTMENT
AN'D' REFERRAL OF CASES: The director shall appoint as division examiners
division staff who are licensed attorneys, or who have experience in hydrogeology,
hydrology, geology, petroleum engineering, environmental engineering or a related field
and a-college-degree in geology, engineering, hydrology or related field. Nothing in
19.15.4.18 NMAC shall prevent a commission member from serving as a division
examiner. The director may refer a matter or proceeding to a d1v1510n examiner for
hearing in accordance with 19.15.4 NMAC.
[19 15. 4 18 NMAC Rp, 19.15.14.1216 NMAC, 12/1/08]

19.15.4.19  DIVISION EXAMINER’S POWER AND AUTHORITY The -
division examiner to whom the director refers a matter under.19.15.4 NMAC shall have
tull authority to hold hearings on such matter in accordance with 19.15.4 NMAC, subject
. only to such limitations as the director may order in a particular case. The division
~examiner shall have the power to perform all acts and take all measures necessary and .
proper for the hearing’s efficient and orderly conduct, including administering oaths to
witnesses, receiving testimony and exhibits offered in evidence and ruling upon such
objcctions as may be interposed. The division examiner shall cause a complete record of - -
he proceedings to be made and transcribed and shall certify the record of the pxoceedmg,s
* to the director as provided in 19.15.4.21 NMAC. : ‘
[19 15.4.19 NMAC Rp, 19.15.14. 1217 NMAC, 12/1/08]

19.15.4. 20 ADJUDICATORY HE ARINGS THAT SHALL BE HELD BEFORE
THE COMMISSION: Notwithstanding other provisions of 19.15.4 NMAG, the he’mng,
~on a matter shall be held before the commission 1f:

A. - itisahearing pursuant to NMSA 1978, Section 70-2-13; or

B..  thedirector directs the commission to hear the matter.
[19. 15 4 20 NMAC - Rp, 19.15. 14 1218 NMAC, 12/1/08]

19..1-5.4.21 REPORT AND RECOMMENDATIONS' FROM DIVISION
EXAMINER’S HEARING: Upon conclusion of a hearing before a division examiner,
~ the division examiner shall promptly consider the proceedings in such hearing, and based
upon the hearing’s record prepare a written report with recommendations for the
division’s disposition ot the matter or proceeding. The division examiner shall draft a
proposed order and submit it to the director with the certified record of the hearing.
[19.15.14.1219 NMAC - Rp, 19.15.14.1219 NMAC, 12/1/08] -

19.15.4.22  DISPOSITION OF CASES HEARD BY DIVISION EXAMINER:
- After receipt of the division examiner’s report, the director shall enter the division’s’
order, which the director may have modified from the division examiner’s proposed

order, disposing of the matter.
- [19.15.4.22 NMAC - Rp, 19.15.14.1220 NMAC, 12/1/08] -




Case No. 14181
Order No. R—13050
Page 45

19.154.23 HEARING BEFORE COMMISSION AND STAYS OF DIVISION
ORDERS: : :

A. De novo applications. When the division enters an order pursuant to a
hearing that a division examiner held, a party of record whom the order.adversely atfects
has the right to have the matter heard.de novo before the commission, provided that
within 30 days from the date the division issues the order the party files a written
application for de novo hearing with the commission clerk. If a party files an application
for a de novo hemmg the commission chairman shall set the matter or ploceedmg, for
hearing betore the commission. :

B. Stays of division or commission orders. A party 1equest1mD a stay of a
division or commission order shall file a motion with the commission clerk and serve
copies of the motion upon the other parties who appeared in the case, as Subsection A of
19.15.4.10 NMAC provides. The party shall attach a proposed stay order to the motion. .
The director may grant a stay pursuant to a motion for stay or upon the director’s own
initiative, after according parties who have appeared in the case notice and an opportunity
to respond, if the stay is necessary to prevent waste, protect correlative rights, protect
public health or the environment or prevent gross negative consequences to an affected
party. A director’s order staying a commission order shall be effective only until the
commission acts on the motion for stay.

[19.15.4.23 NMAC - Rp, 19.15.14.1221 NMAC, 12/1/08]

19.15.4.24  COPIES OF COMMISSION AND DIVISION ORDERS: Within 10-
business days after the division or commission issues an order in an adjudicatory case,
including an order granting or refusing rehearing or order following rehearing, the
division or commission clerk shall mail a copy of such order to each party or its attorney
of record. For purposes of 19.15.4.24 NMAC only, the parties to a case are the applicant
and each person who has entered an appearance in the case, in person or by attorney,
either by filing a protest, pleading or notice of appearance with the division or ‘
commission clerk or by entering an appearance on the record at a hearing.

[19.15.4.24 NMAC - Rp, 19.15.14.1222 NMAC, 12/1/08]

19.15.4.25 REHEARINGS: Within 20 days after entry ot a commission order a
party of record whom the order adversely affects may file with the commission clerk an
application for rehearing on a matter the order determined, setting forth the respect in
which the party believes the order is erroneous. The commission shall grant or refuse the
application in whole or in part within 10 business days after the party files it, and the
commission’s failure to act on the application within such period shall be deemed a
refusal and a final disposition of such application. In the event the commission grants the
rehearing, the commission may enter a new order after rehearing as the circumstances
may require. '

[19.15.14.25 NMAC - Rp, 19.15.14.1223 NMAC, 12/1/08]

19.154.26  EX PARTE COMMUNICATIONS: _
A. In an adjudicatory proceeding, except for filed pleadings, at no time after a
party files an application for hearing shall a party, interested participant or participant’s
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representative advocate a position with respect to the issues the application involves to a
commissioner or the division examiner appointed to hear the case un]eqs the other parties
of record to the proceedings have an opportunity to be present.

B. The prohibition in Subsection A of 19.15.4.26 NMAC, above, does not
apply to those applications that the applicant believes are unopposed. However, in the
event that a party files an objection in a case'previously believed to be'unopposed, the
prohibition in Subsection A of 19.15.4.26 NMAC, above, is immediately applicable.

C.  This provision does not prohibit communications between the division’s
attorney or other-division staff and the director that are essential to a case’s nmnag,cment
[19.15.4.26 NMAC - Rp, 19.15.14.1224 NMAC, 12/1/08]
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The Oil Conservation Division repeals its rule 19.15.5 NMAC (filed 8/12/2004) entitled
Oil Production Operating Practices, eftective December 1, 2008.
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TITLE19  NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS

PART S EN FORCEMEN] "AND COMPL]ANCE

19.15.5.1 ISSUING AGENCY I«nmgy, Minerals and Natural Resources
Depaltment Oil Conservation Division, 3 ' :
[19.15.5.1 NMAC N, 12/1/08]

19. 1552 SCOPIL 19.15.5 NMAC apphes to persons engaged in oil and gas
1cvclopment and production within New Mexico. '
[19.15.5.2 NMAC - N, 12/1/08]-

- 19.15.5.3 STATUTORY AUTHORITY: 19.15.5 NMAC is ’adopted pursuant to
the Oil and Gas Act, NMSA 1978, Section 70-2-6, Section 70-2-11 and Section 70-2-12,
[19.15.53 NMAC - N, 12/1/08]

19.15.5.4 DURATION: Permanent.
[19.15.5.4 NMAC - N, 12/1/08]

19.15.5.5 EFFECTIVE DATE December 1, 2008, unless a later date is mted at
the end of a section.

19 1555NMAC N, 12/1/09]

19.15.5.6 OBJECTIVE: To establish a process to en:ure complmnce with the 011
and Gas. Act, (11\/181011 rules and division and commwﬂon orders.
[191556NMAC 7/1/08] '

19.15.5.7 D'EFINITIONS: [RESERVED]
[See 19.15.2.7 NMAC for definitions.]

19.15.5.8 ENFORCEMENT OF STATUTES AND RULES: The division 1s
charged with the duty and obligation of enforcing the state’s rules and statutes relating to
the conservation of oil and gas including the ﬁmtection of public health and the
environmeént.” An owner or operator shall obtain information pertaining to the regulation
of oil'and gas before beginning operations. o

[19.15.5.8 NMAC - Rp,' 19.15.1.12 NMAC, 12/1/08]

19.155.9 - COMPLIANCE:
A.  Anoperatoris in compliance with Subsectlon A of 19.15.5. 9 NMAC‘ if the
operator: _
' 1 - currently meets the ﬁnancial assurance requirements of 19. 1 5.8
NMAC; - ‘ -
(2) is not subject toa division or commlssmn mdel mued after notice and
heal ing, finding the operator to be in violation of an 01del requiring corrective action;
’ (3)  does not have a penalty assessment that i is unpaid more than 70 days
1t01 issuance of the order assessing thu penalty; and
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(4)  has no more than the following number of wells out of compliance
with 19.15.25.8 NMAC that are not subject to an agreed compliance order setting a
schedule for bringing the wells into complmnce with 19.15.25.8 NMAC and imposing
sanctions if the schedule 1s not met:

(a)  two wells or 50 percent of the wells the operator opemtes,
whichever is less, if the operator operates 100 wells or less;

(b) five wells if the operator operates between 101 and 500 wells

(¢) seven wells if the operator operates between 501 and 1000 wells;.
and v

(d) 10 wells if the operator operates more than 1000 wells.

B. The division shall notity an operator on a monthly basis when, according
to records on file with the division, a well on the inactive well list described in
Subsection F of 19.15.5.9 NMAC shows no production or injection for the past 12
months by sending « letter by first class mail to the address the operator has provided the
division pursuant to Subsection C ot 19.15.9.8 NMAC.

C. The division shall make available on its website and update weekly the
status of operators’ financial assurance 19.15.8 NMAC requires, according to division
records. :
D. Orders requiring corrective action.

(1) The division shall make available on its website division or
commission orders, issued after notice and hearing, finding an operator to be in vxolatlon
of an order requiring corrective action.

(2)  An operator who contests an order hndmg it to be in violation of an
order requiring corrective action mdy appeal and may seek a stay of the order. An order
that is stayed pending appeal does not affect an 0perat01 s compliance with Subsection A
0t 19.15.5.9 NMAC.

(3) An operator who completes the correctlve action the order requues may
tile a motion with the order’s issuer to declare the order satistied. The division or
commission, as applicable, may grant the motion without hearing, or may set the matter
for hearing,.

E. Penalty assessments.

(1) The division shall make available on its website penalty assessments
and the date the operator paid them, accordmg to division records. :

(2)  An operator who contests an order assessing penalties may appeal and
may seek a stay of the order. An order that is stayed pending appeal does not affect an
operator’s compliance with Subsectlon Aof 19. 15.5.9 NMAC

F. [nactive wells. ‘ ,

(1) The division shall make available on its website, and update daily, an
“inactive well list” listing each well, by operator, that according to division records:

(a) does not have its well bore plugged in accordance with
19 15 25.9 NMAC through 19.15.25.11 NMAC; :

(b) 1snotin approved temporary abandonment in accordance with .
19.15.25.12 NMAC through 19.15.14 NMAC; and" _

(¢) 1is not subject to an agreed complmnce order settmg, a schedule
for bringing the well into compliance with 19.15.25.8 NMAC and imposing sanctions n‘
the operator does not meet the schedule.
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~(2)  For purposes ot 19.15.5.9 NMAC, the listing of a well on the
division’s inactive well list as a well inactive for more than one year plus 90 days creates
a rebuttable presumption that the well is out of compliance with 19.15.25.8 NMAC.
[19.15.5.9 NMAC - Rp, 19.15.1.40 NMAC, 12/1/08] '

19.15.5.10  COMPLIANCE PROCEEDINGS: :
' A. The provisions in 19.15.4 NMAC applicable to adjudicatory proceedings
shall apply to compliance proceedings unless altered or amended by 19.15.5.10 NMAC.

B. A compliance proceeding is an adjudicatory ploceedmb in which the .
division seeks an order imposing sanctions for violation of a provision of the Oil and Gas
Act, NMSA 1978, Sections 70-2-1 through 70-2-38 ora provision of a rule or order
issued pursuant to the act. Such sanctions may include but are not limited to:

(1) requiring compliance with a provision of the Oil and Gas Act, NMSA -

1978, Sectlons 70-2-1 through 70-2-38 or a prov151on ofa 1ule or order issued pursuant to-

the act;

(2) assessment of civil penalties pursuant to NMSA 1978, Section 70-2-
31(A), - | - | |
' (3) corrective action including but not limited to abatemcnt or remediation .
of eontammatlon and removal of surface equipment; A

(4) piugging and abandenment of a well and restoration and 1emed1at10n
of the well location, and authority for the division to forfeit the applicable financial
assurance if the well is not plugged and abandoned and the location restored and
remediated; . :
‘ (5) denial, cancellation or suspension of a permit;
(6) denial, cancellation or suspension of authorization to transport; or
(7)  shutting in a well or wells. :

C. The division initiates an administrative Comphance proceedmg_) by tlhhg a
written '1pphcat10n ‘with the division clerk:
(1) identifying the operator and any other res iponsible parties against

- whom the order is sought; including the surety if the division seeks an order allowmgj

forfeiture of a surety bond;
(2) identifying the provision of the Oil and-Gas Act, NMSA 1978

~Sections 70-2-1 through 70-2-38, or the provision of the rule or order issued pursuant to.

the act, allebedly violated;
‘ (3) providing a general description of the facts supportmg the allegatlons
~ (4) stating the sanction or sanctions sought; and
(5) providing proposed legal notice. ,
D.  The division shall provide notice of compliance proceedings as follows:.
1) the-division shall publish notice in accordance with 19.15.4. 9 NMAC.
, (2) the division shall provide notice to the operator and any other
resy )ortslble parties against whom the compliance order is sought by tollowmg the
provisions'of 19.15.4.12 NMAC. »

E.  The director may enter into an agreed comphance order with an entity
against whom compliance is sought to resolve alleged violations of any provision of the
Oil and Gas Act; NMSA 1978, Sections 70-2-1 tlirough 70-2-38 or any provision of any
rule or order issued pursuant to the act. The director may enter into an.agreed
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compliance order prior to or after the filing of an application for an administrative
compliance proceeding. An agreed compliance order shall have the same force and effect
as a compliance order issued after an adjudicatory hearing.

F. Nothing in-19.15.5.10 NMAC precludes the division from bringing other
actions provided for in the Oil and Gas Act, NMSA 1978, Sections 70-2-1 through 70-2-
38, including but not limited to the following: suit for indemnification pursuant to
NMSA 1978, Section 70-2-14(E) or NMSA 1978, Section 70-2-38(B); an action through
the attorney general' with respect to the forfeiture ot illegal oil or illegal gas pursuant to
NMSA 1978, Section 70-2-32; an injunction under NMSA 1978, Section 70-2-28; or
collection of penalties pursuant to NMSA 1978, Section 70-2-31(A).

[19.15.5.10 NMAC - Rp, 19.15.14.1227 NMAC, 12/1/08]

19.15.5.11 ENFORCEABILITY OF PERMITS AND ADMINISTRATIVE
ORDERS: A person who conducts an activity pursuant to a permit, administrative order
or other written authorization or approval from the division shall comply with-every term,

condition and provision of the permit, administrative order, authorization or approval.
C[19.15.5.11 NMAC - Rp, 19.15.1.41 NMAC, 12/1/08] '
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“The Ol Conservation Division repeals its rule 19.15.6 NMAC (filed 1/31/2003) entitled
Natural Gas Production Operating Practices, etfective December I, 2008.
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TITLE 19 NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS

PART 6 TAX INCENTIVES

19.15.6.1 JISSUING AGENCY: Energy, Minerals and Natural Resources
Department, Oil Conservation Division.
[19.15.0.1 NMAC - N, 12/1/08]

19.15.6.2 SCOPE: 19 15.6 NMAC applies to persons or entities engaged in oil and
gas development and production within New Mexico. '
[19.15.6.2 NMAC - N, 12/1/08]

19.15.6.3 STATUTORY AUTHORITY: 19.15.6 NMAC is ado ptul pu1su:mt to
NMSA 1978, Section 7-29A-1 ¢t seq. and Section 7-29B-1 et seq.
[19.15.6.3 NMAC - N, 12/1/08]

19.15.6.4 DURATION: Permanent.
[19.15.6.4 NMAC - N, 12/1/08] -

19.15.6.5 EFFECTIVE DATE: December 1, 2008, unless a later date 1s cited at
the end of a section.
[19.15.6.5 NMAC - N, 12/1/08]

19.15.6.6- OBJECTIVE: To establish procedures for the certitication of cligibility
~ for the enhanced oil recovery project tax incentive, the production restoration project tax

incentive, the well workover project tax incentive and the stripper well tax mcentlw
[19.15.6.6 NMAC - N, 12/1/08] ‘

19.15.6.7 DEFINITIONS: : ,

A. “Average daily production” means the number derived by dividing the
total volume of oil or gas production from the stripper well property reported to the
division during a calendar year by the sum of the number of days each eligible well
within the property produced or injected during that calendar year. :

B. “Eligible well” means an oil or gas well that produces or an injection well
that injects and is integral to production, for any period of time during the preceding

calendar year. _

C. “Ex’pansion or expanded use” means a significant change or modiﬁcation
as the division determines in: -

(1) the technology or process used for the displacement ot oil hom an oil
well or division-designated pool; or

(2) the expansion, extension or increase in size of the geologic ar ea or
adjacent geologic area that could reasonably be determined to represent a new or unique
arca of activity.

D. “Operator™

(1) for purposes of 19.15. 6.8 NMAC, means the person resp01151ble for an
EOR project’s actual physical operatlon and : ‘
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2) for purposes-of 19, 15 6.9 NMAC means the person responsible for an
~oil or gas well’s actual physical operation. :

E. “Positive production response” means that the rate of ol ploductlon hom
the wells or pools an EOR project affects is 516[1'[61 than the rate that would have occurred
without the project.

F. “Project area” means a pool or a pomon of & pool that EOR oper atlons
directly atfect.
G. “Primary recovery” means the d1<placement of oil from an oil well or

diviston-designated pool into the well bore by means of 1he natural pressure of the 01]
well or pool, including artificial lift. . : :

H. “Production restoration incentive tax exemption” means the severance tax
exemption for natural gas or oil produced from an apploved )1oduct10n restoration
project-found in NMSA 1978, Section 7-29-4. : :

L. - “Production restoration project” means returning to production a gas or oil
well, including an injection well that has previously produced, which had .no more than
30 days of production in a period of 24 consecutive months beg:,mmng on or aftel Janumy _

, 1993 the division has approved and certified.

J. “Recovered oil tax rate” means the tax rate set fOIth in NMSA 1978
‘Section 7-29-4, on oil produced from an EOR project. '
K. - “Routine maintenance” means repair or like-for-like 1eplacement of

‘downhole equipment or other procedure an operator performs to maintain the well’s
current productlon :
L. “Secondary recovery project” means an- EOR project that:

(1) occurs subsequent to the completlon of pumaxy recovely and 1s not a
temmy recovely project; :

(2) - involves the application, in accordance w1th sound engineering:
p11nc1ples of carbon dioxide miscible fluid displacement, pressure maintenance, water
flooding or other division accepted and approved secondary recovery method that can
1easonably_be expected to result in an increase, determined in light of the facts and
‘circumstances, in the amount of oil that may ultimately be recovered; and :

(3) encompasses a pool or-portion of a pool the boundaries of Wlnch can
be adequately defined and controlled.

M.  “Stripper well property” ‘means an oil or gas producing property that the
taxation and revenue department assigns a single production unit number (PUN) and:

(1) ifan oil producing property, produced a daily average. of less than 10
~barrels of oil per eligible well per day for the preceding calendar year; o

(2) ifa gas producing property, produced a daily average ot less than
60,000 cubic feet of gas per eligible well per day during the preceding calendar year; or

(3) ifa property with wells that produce both oil and gas, produced a daily
average of less than 10 barrels of oil per eligible well per day for the pr eceding calendar
year, as determined by converting the volume of gas the well produced to bal’rels of oil
by-using a ratio of 6000 cubic feet to-one barrel ot oil.

N. “Stripper well incentive tax rates” means th_e tax rates:set for stripper well
ploaemes by NMSA 1978, Sections 7-29-4 and 7-31-4. ,
0. “Termination” means the operator’s discontinuance of an EOR project. -

P. “Temarylecovery project” means an EOR project that: -
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(1)  occurs subsequent.to a secondary recovery project’s completion;

(2) involves the application, in accordance with sound engineering
principles, of carbon dioxide miscible fluid displacement, pressure maintenance, water
flooding or other division accepted and approved tertiary recovery method that can
reasonably be expected to result in an increase, determined in light of the facts and
circumstances, in the amount of oil that may ultimately be recovered; and

(3) encompasses a pool or portion of a pool the boundaues ot which can
be adequately defined and controlled. '

Q. “Well” means a well bore with single or multiple complctlons mc]udmg
all horizons and producing formations from the surface to total-depth.

R. “Well workover incentive tax rate” means the tax rate NMSA 1978,
Section 7-29-4 imposes on gas or oil produced from a well workover project.

S. “Well workover project” means a procedure the operator of a gas or oil
well undertakes that is intended to increase production from the well and that the division
has approved and certified.

T. “Workover” means a procedure the operator undertakes that 1s mtended to
increase production but is not routine maintenance and includes:

(1) re-entry into the well to drill deeper, to sidetrack to a dlttelent location,
to recomplete for production or to restore production from a zone that has been
temporarily abandoned; . '

(2) recompletion by re-perforation of a zone from which gas or oil has
. been produced or by perforation of a different zone;

(3) repair or replacement of faulty or damaged casing or related downhole
equipment; - ‘ . ' '

(4). fracturing, acidizing or installing compression equipment; or

(5) squeezing, cementing or installing equipment necessary for removal of
excessive water, brine or condensate from the well bore in order to establish, cbntinue or’
increase p1oduct10r1 from the well.

[19.15.6.7NMAC - Rp, 19.15.1.30 NMAC, 19.15.1.31 NMAC; 19.15. l 32 NMAC, and
19.15.1.33 NMAC, 12/1/08]

19.15.6.8 ENHANCED OIL RECOVERY PROJECT TAX INCENTIVE:

A. The division shall accept applications for qualification of EOR projects or
expansions of EOR projects for the recovered oil tax rate pursuant to the New Mexico
Enhanced Oil Recovery Act, NMSA 1978, Sections 7-29A-1 through 7-29A-5.

B. 19.15.6.8 NMAC applies to:

(1) -EOR projects;

(2) expansions of existing EOR projects;

(3) the expanded use ot enhanced oil recovery technology in existing EOR
projects; and _ ‘ ‘

(4) the-change from a secondary recovery project to a tertiary recovery
‘project. :
C. To be eligible for the tax rate the operator shall apply for and receive
division approval. No project or expansion the dmsmn approved prior to Malch 6, 1992
qualities.

D -Appllcatlon
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_ (1)  The operator shall file applications with the division’s Santa Fe office.
The operator shall also file one copy of the application and attachments with the
appropriate division district office. '
(2) The operator or its authorized representative havmk> knowledge of the
facts in the application shall execute and certify an application, which shall contain:

(a) the operator’s name and address;

(b) the project area’s description including:

(i) - aplat outlining the project area;
. (i) a descnptron of the pleGCt area by section, townslnp and
range; total acres; and :

' (iif) tlle name of the subject pool and formation;
(¢) * the status of operations in the project area:

(i) ifunitized, the unit name and the date and number of the
- division order approvmg the unit plan of operation; '

(i) if an application for approval of a unit plan has- been

made the date the appllcatron was filed with the division; aad
: (iif) . if not unitized, 1dent1ﬁcatlon of each lease in the project
~area by lessor lessee and legal description; ‘

(d) the method of recovery to be used:

(i) identification of the fluids to be injected;
(i)  if the division has approved the pI‘OJCCt the date and
number of the division-order; and ‘
(iii)  if the division has not approved the project, the date the
apphcdtlon for apploval was filed with the division on form C-108;
(e)  the project description: :
- (i) . alist of producing wells;
(i) alist of injection wells;
(iii) ‘the.capital costs of additional fac111t1es
(iv) the total project cost;
(v) the estimated total value of the addltlonal ploductlon that
will be recovered ‘as a result of the project; : g
(vi) the anticipated date for commencement of mjectron
: “(vii)  the type of fluid to be injected and the anticipated
volumes and if the application is made for an expansion of an existing project, an.
explanation of what changes in technology the operator will use or what additional
geogr aphic area the oper ator will add to the project area; and- '

“(f) production data including graphs, charts and other supportmg,
data showing the production h1st0ry and production forecast of oil, gas, casinghead gas
and water from the project area.

‘ E. Approval and certification. : '
(1) Pr ojeet approval. The division shall approve an"'EOR project and
“designate the pI‘OJCCt area for the recovered oil tax rate when the operator proves that:

(a) the application of the proposed enhanced recovery techniques to
the reservoir should result in an mcrease in the amount of oil that may be ultimately
recovered,
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(b) the project area has been so depleted that it is prudent to apply
enhanced recovery techniques to maximize the ultimate recovery of oil; and

(v) the application is economically and technically reasonable and
has not been prematurely filed.

(2) Positive production response certification. :

(a) - For the recovered oil tax rate to apply to oil produced from an
approved qualified EOR project, the operator shall demonstrate a positive production
response to the division and file an application for certitication of a positive production
response with the division’s Santa Fe office, which shall include:

(i) acopy of the division’s approval of the EOR project or
expansion; '

(u) a plat of the affected area showing all injection and
ploduuné wells with completion dates; and

(iii) -production graphs and supportmg data demonstmtmz> a
positive production response and showing the volumes of water or other substances that
have been injected on the lease or unit since initiation of the EOR project.

(b)  The director may administratively approve an application and
certify a positive production response or, at the director’s dlSCI‘CtIOD or at the apphcant S
request, may set the application for hearmg ~
(¢) The division shall certify that a positive production response
occurred and notify the secretary of taxation and revenue; this certification and notice
shall set forth the date the certification was made and the date the positive production
- response occurred provided however:

(i) for a secondary recovery pl‘OJeCt the appllcatlon for
certification of a positive production response shall occur not later than five years trom
the date the division issued the certification of approval for the EOR project or
expansion; and ‘

(i)  for a tertiary recovery project, the application for
certitication of a positive production response must occur not later than seven years from
the date the division issues the certitfication of approval for the EOR project or expansion.

F. Reporting requirements.
(1)  The operator of an approved EOR project shall report annually on the
project’s status.and confirm that the project is still a viable EOR project as approved.
The operator shall file the report for the year ending May 31 with the division’s Santa Fe
otfice. The report shall contain: '
(a) the date and number of the division’s certification order for the
project; A
(b) production graphs showing oil, gas and water production;.
(c¢) a graph showing the volumes of fluid injected and the average
injection pressures; and . ‘
{d) - additional data the director deems necessary for continued
approval. : : .
(2)  The director may set for hearing the continued approval of an EOR
project. _
G. Termination. When the operator terminates-active operation of an EOR
project or expansion, the operator shall notify the division and the secretary of taxation
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and revenue in writing not later than the 30th day after the FOR project’s termination or
expansion. :

[19. 1568NMAC Rp, 19.15.1. JONI\’IAC 17/1/08]

19.15.6.9 PRODUCTION RESTORATION PROJECT TAX INCENTIVE
A The division shall accept applications for qualification of production
restoration projects for the production restoration incentive tax exemption pursuant to the
-Natural Gas and Crude Oil Production Incentive Act, NMSA 1978 Sections 7-29B-1
through 7-29B-6. _
B. - 19.15.6.9 NMAC applies to gas or oil wells dwmon records show had 30
days or less production in a period of 24 consecutive months beginning on or after
January 1, 1993 upen which the operator commenced 0pe1 at10ns to 1e<t01e pIOdUCthﬂ
after June 16, 1995. ~
C. = Tobeeligible for the exemption, the operator shall '1pp1y for and receive
division approval. No ploductlon restoration project commenced prior to June 16, 1995
qualifies.
‘ D. Applications.
(1)  An operator shall file an apphcatmn with the d1v1310n within 12
months of the production restoration. : o
(2) The operator shall file the application on behah‘ ot the pIOJGCt s interest
OWners. ' v ¥ :
v (3) = The operatorshall file the application on form C-139 using the
division’s web-based online application.
' E. ~ Approval, certification, notification and hearing.
(1)  Project approval and certification.
(a)  The division shall approve a project and issue a cer tification to
he operator designating the gas or 011 well as a production restoxat1on prOJCCt when the
operator proves that: |
_ (i) after June 16, 1995, the operator has commenced a process B
to return the well to productlon and
: - (if)  division records show the well had 30 days or less 0{
production in any period of 24 consecutive months beginning on or after January 1, 1993.
_ (b)  The exemption shall apply beginning the first day of the month :
- following the date the operator returnied the well to production as certified by the
division. ‘ , _ : : :
(2) Notification to the secretary of taxation and revenue.. The division
shall notify the secretary of taxation and revenue of the approval. This notice shall
identify the gas or oil well as a production restoration pI’OJPCt and certlfy the date
production was restored. -
: (3) Hearing. The division shall consider apphcatlons without a hearing. If
the applopnate division district office denies an application, the division upon the
“applicant’s request shall set the application for hearing. An application the appropriate
division district office has not acted upon within 30 days trom the date it is filed shall be
deemed denied. '
[19.15.6.9 NMAC - Rp, 19 15.1.31 NMAC, 17/1/08]
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19.15.6.10 ~ WELL WORKOVER PROJECT TAX INCENTIVE:

A. The division shall accept applications tor qualification ot well workover
projects for the well workover incentive tax rate pursuant to the Natural Gas and Crude
Oil Production Incentive Act, NMSA 1978, Sections 7-29B-1 through 7-29B-6.

B. 19.15.6.10 NMAC applies to a gas or oil well upon which the operator has
commenced a workover after June 16, 1995 that is intended to increase the well’s
production.

C. To be eligible for the incentive tax rate, the operator shall apply for and

receive division approval. No well WOIkOVCl project the operator commences prior to
June 16, 1995 qualifies:
"D. . Application.
(1)  The operator shall file the application with the division within 12
months of the workover’s completion. :
(2) The operator shall file on behalf of the project’s interest owners.

-(3) The operator shall retain the data used in the application in its files
during the period of time the well qualifies for and receives the well workover incentive
tax rate.

(4) The operator shall file the apphcatlon on form C-140 using the
division’s web-based online application.
E. Approval, certification, notification and hearing.
(1)  Project approval and certification. -
(a) The division shall approve a workover and issue a certification
of'approval to the operator de51gnat1ng the gas or oil well as a well workover project
when the operator proves that:"
(i) the operatm has undertaken approved workover procedures
on the well that are intended to increase production; and : :
' (i) the production curve or data tabulatlon trom productlon
data reflects a positive production increase from the workover.

(b) The incentive tax rate shall apply beginning the first day of the
month following the date the operator completed the workover as certified by the '
division. »

(2) Notification to the secretary of taxation and revenue. The division
shall notity the secretary of taxation and revenue of the approval by identifying the gas or
- oil well-as a well workover projeet and certifying the date the operator completed the
project.
(3) Hearings and requests for additional information.

(a) The division shall consider applications without a hearing. 1f the
appropriate division district office denies an application, the division upon the applicant’s
request shall set the application for hearing. An application the division district office
does not act on within 30 days from the date it is filed is deemed denied.

(b) The division may request additional information from the .
operator to support an application. When the division requests additional information, -
the 30-day approval period shall begin to run on the date the operator provides the
requested data. .

F. Certifications prior to July 1, 1999. Well workover projects the division
certified prior to July 1, 1999 shall be deemed to be approved and certified in accordance
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with the provisions of the Natural Gas and Crude Oil Production Incentive Act and gas or
oil produced from those projects shall be eligible for the well workover incentive tax rate
eftective July 1, 1999. _
[19.15.6.10 NMAC Rp, 19.15.1.32 NMAC,‘12/1/08]

19.15.6.11  STRIPPER WELL TAX INCENTIVE:

A.  Qualification of stripper well properties for the stripper well incentive tax
rates in NMSA 1978, Sections 7-29-4 and 7-31-4, requires division certification. The
division shall certify stripper well properties for calendar year 1998 no later than June 30, .
1999 and no later than June 1 of each sué‘ceeding year for the preceding calendar year.

B. . 19.15.6.11 NMAC applies to a ploperty that the division certlﬁes asa
stripper well property after June 30, 1999.

C. Certification, notification and hearing. -

(1) " “The division shall determine which wells qualify as stripper well
properties. _ L ‘ o o
_ (2) Upon certification of properties as stripper well properties, the division
shall notify the operator and the secretary of taxation and revenue of that certification.
(3)  The operator shall notify the mterest owners of the certification of the
property as a stripper well property. ' .
~ (4)  Anoperator may make a written request that the d1v151on reevaluate a -
property for strlppef well status. '
(5) Ifthe division denies stripper well certification to a property, the
- division upon the operator’s request shall set the matter for hedring.
[19.15.6.11 NMAC - Rp, 19.15.1.33 NMAC, 12/1/08]
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The Oil Conservation Division repeals its rule 19.15.7 NMAC (filed 5/21/2002) entitled
Oil Proration and Allocation, effective December 1, 2008. '
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TITLE 19 ‘ NATURAL RESOURCES AND WILDLIFE |
CHAPTER 15 OIL AND GAS

PART 7 FORMS AND REPORTS

19.15.7.1 ISSUING AGENCY: Ener gy, Miner als and Natural Resources
Department, Oil Conservation Division. ’
\[19 15.7.1 NMAC - Rp 19 15.13.1 NMAC 12/1/08]

19.15.7.2 SCOPE: 19.15.7 NMAC applies to persons or entities engaged in oil and
- gas development and production within New Mexico. ' ’
[19.15.7.2 NMAC - Rp, 19.15.13.2 NMAC, 12/1/08]

19.15.7.3 ~ STATUTORY AUTHORITY: 19.15.7 NMAC is adopted pursmnt to
_ the Oil and Gas Act, NMSA 1978, Section 70-2-6, Section 70-2-11 and Section 70-2-12.
[19.15.7.3 NMAC - Rp, 19.15.13.3 NMAC, 12/1/08]

19.15.7.4 DURATION Permanent.
[19.15.7.4 NMAC -Rp, 19.15.13.4 NMAC, 12/1/08] .

19.15.7.5 EFFECTIVE DATE: December 1, 2008, unless a later date 18 01ted at.
the end of a section.
[19.15.7.5 NMAC Rp, 19.15.13. 5 NMAC, 12/1/08]

19.15.7.6 OBJECTIVE To pro\rde for the filing of reports to enable the drvrsron
to carry out its statutory mandates under the Oil and Gas Act.
[19.15.7.6 NMAC.- Rp, 19.15.13.6 NMAC, 12/1/08]

- 19.15.7.7 DEFINITIONS: [RESERVED]
[See 19.15.2.7 NMAC for definitions.]
[19 15.7.7 NMAC - N, 12/1/08]

19:15.7.8 GENERAL:
A. Where to file reports. Unless otherwise specifically prov1ded forina
division rule or order, the operator shall file forms and reports 19.15.7 NMAC requires
with the appropriate division drstrrct office as provrded n 19 15.2.17NMAC and
19. 15.7.10 NMAC.
B. Additional data. 19 15.7 NMAC does not limit or restrict the drv1sron s
authority to require the furnishing of additional reports, data or other information relative
to the production, transportation, storing, refining, processing or handling of oil, gasor -~ .
- products in the state as may appear to the division to be necessary or desirable, either _ o
~ generally or specifically, for the preveutlon of waste and the conservation of the state’s .
natural resources. : : :
C. Books and records. A producer injector, transporter,’ storer refiner, .
g,asolme or extraction plant operator, treating plant operator and initial purchaser of z,as
‘within the state shall make and keep appropriate books and records for a period of not
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less than tive years, covering operations in New Mexico, in order to make and
substantiate the repcits the division requires. ‘ '

D. Written notices, requests, permits and reports. A person required to file
notices, requests, permits or reports shall use the forms listed below for the purpose
shown in accordance with the instructions printed on the form and the rule covering the
form’s use or special order pertaining to its use:

(1) form C-101 - application for permit to drill, deepen or plug back;

(2) form C-102 - well location and acreage dedication plat;.

(3) form C-103 - sundry notices and reports on wells;

(4) form C-104 - request for allowable and authorization to transport o1l
and gas; ' _ '

(5) form C-105 - well completion or recompletion report and log;

(6) form C-106 - notice of intention to utilize automatic custody transfer
equipment; -

(7) torm C-107 - application for multiple completion;

(8) form C-107-A - application for downhole commingling;

(9) torm C-107-B - application for surface commingling (diverse
ownership); : '
(10) form C-108 - application to dispose of salt water by injection into a
porous formation; ‘

(11)  form C-109 - application for discovery allowable and creation of a
new pool; : :
(12) form C-111 - gas transporter’s monthly report (sheet 1 and sheet 2);
(13) form C-112 - transporter’s and storer’s monthly report;

(14)  form C-112-A - receipts continuation sheet;

(15) ‘form C-112-B - deliveries continuation sheet;

(16) form C-113 ~ refiner’s monthly report (sheet 1 and sheet 2);

(17)  form C-115 - operator’s monthly report;

_ (18) torm C-115-EDP - operator’s monthly report (electronic data
processing); e

(19) form C-116 - gas-oil ratio tests;

(20) form C-117-A - tank cleaning, sediment oil removal, transportation of

miscellaneous hydrocarbons and disposal permit;

21) form C-117-B - monthly sediment oil disposal statement;

(22) form C-118 - treating plant operator’s monthly report (sheet 1 and

sheet 2); _

(23) form C-120-A - monthly water disposal report;

(24) form C-121 - oil purchaser’s nomination;

(25) form C-121-A - purchaser’s gas nomination;

(26)  form C-122 - multi-point and one point back pressure test for gas
wells; '

(27) form C-122-A - gas well test data sheet-San Juan basin (initial
deliverability test, blue paper; annual deliverability test, white); '

(28) form C-122-B - initial potential test data sheet;

(29)  form C-122-C - deliverability test report;
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~ (30)  form C-122-D - wor‘ksheet for calculation of static column wellhead
-pressure (Py); ’
(31)- form C-122-E - wor ksheet for stepwise calculatlon of (stnlaoe)
(subsurface) pressure (P, and Py);
' (32) form C-122-F - worksheet for calculation ol wellhead plessmes (P or
P) from known bottom hole pressure (P or Py); : ‘
~ (33)  form C-122-G - worksheet for calculaticn of static column preSsure at
2as lIC]Lll(l interface; ‘ R i ) o
(34) form C-123 - request for the creation of a iew pool;
(35) © form C-124 - reservoir pressure report;
(36) torm C-125 - gas well shut-in pressure report;
(37) -torm C-126 - permit to transport recovered load oil;
(38) form C-127 - request for allowable change;
(39) form C-129 - application for exception to no-flare;
(40)  form C-130 - notice of disconnection;
(41) form C-131-A - monthly gas storage report;
(42) form C-131-B - annual LPG storage report; :
(43) form C-133 --authorization to move produced water .exhibit “A”;
(44)  form C-134 - application for exception to d1v131on order R-8952,
19. 15.18. 18 NMAC or 19.15.36 NMAC;
(45)  form C-135 - gas well connection, 1econnect10n or d1sconnect10n E
~ notice; o
(46) “form C-136 - application for approval to use an alternate gas
measurement method;
47) tform C-137 - appllca‘non for waste management fac1l1ty,
~ (48) form'C-137-EZ - registration/final ‘closure report for small landfarm;
(49) form C-138 - request for approval to accept solid waste;
~ (50) form C-139 - application for quallﬁcatlon of production restorat1on
v project and certification of approval,
' (51) form C-140 - application for quallﬁcatlon of well workover pI‘OJGCt
and certification of approval; :
~ (52) form C-141 - release notification and corrective action;
(53) form C-144 - pit, closed-loop system, below grade tank or proposed
alternative method permit or closure plan application; :
(54)  form C-145 - change of operator; and
.- (55) form C-146 - change of operator name.
119.15.7.8 NMAC - Rp, 19.15.13.1100 NMAC, 12/1/08]

19.15.7.9 FORMS UPON REQUEST: The division’s forms for written notices,

" requests and reports it requires are available on the division’s website. The division shall
furnish paper copies upon request. ' L

[19.15.7.9 NMAC - Rp, 19.15.1.16 NMAC, 12/1/08]

19.15.7. 10 WHERE TO FILE REPORTS AND FORMS A person requned to
tile a report or form shall file the report or form w1th the dwnsxon in the numbe1 and at the
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time specitied on the torm or report or by the applicable section in 19.15.7 NMAC. An
operator shall file plugging bonds directly with the division’s Santa Fe office. '
[19.15.7.10 NMAC - Rp, 19.15.15.1302 NMAC, 12/1/08]

19.15.7.11 UNITED STATES GOVERNMENT LEASES: For wells located on
land that the United States or a native american nation, tribe or pueblo owns, an operator
shall file applications for permit to drill, déepen or plug back, BLM formno. 3160-3;
sundry notices and reports on wells, BLM form no. 3160-5; and well completion or
recompletion report and log, BLM form no. 3160-4 with the BLM in lieu of filing the
corresponding division forms with the division. All such forms are, however, subject to
division approval in;the same manner and to the same extent as the corr espondmg,
division forms. :

[19.15.7.11 NMAC - Rp, 19.15. 1 14 NMAC, 12/1/08]

19.15.7.12  APPLICATION FOR PERMIT TO DRILL, DEEPEN OR PLUG _
BACK (Form C-161): Form C-101 is the form an operator uses to apply tor a permit to

drill, deepen, re-enter or plug a well back to a different pool or complete or re- complete a
well in an additional pool.

[19.15.13.12 NMAC - Rp, 19.15.13. 1101 NMAC, 12/1/08]

19.15.7.13  WELL LOCATION AND ACREAGE DEDICATION PLAT (Form
C-102): ' '

A, Form C-102 is a dual purpose form the operator uses to show the well’s
exact location and the acreage dedicated to the well. The form is also-used to show the
ownership and status of each lease contained within the dedicated acreage. When there is
more than one working interest or royalty owner on a given lease, designation ot the
majority owner et al. is sufficient.

B. An operator shall fill out and certify the information required on form C--
102 except the well location on the plat. A professional surveyor, registered in the state
of New Mexico, or surveyor approved by the division, shall plot and certify the well

location on the plat from the section’s outer boundaries.
| C. An cperator shall file amended form C-102 in the évent there is a change
in the information the operator previously submitted. The operator does not need to
provide certification of the well location when filing amended form C-102.
[19.15.13.13 NMAC - Rp, 19.15.13.1102 NMAC - Rp, 12/1/08]

19.15.7.14  SUNDRY NOTICES AND REPORTS ON WELLS (Form C-103):
Form C-103 is a dual purpose form the operator files with the appropriate division district
office to obtain division approval prior to commencing certain operatlons and to report
various completed operations.

A. Form C-103 as a notice of intention. :
(1)  An operator shall file form C-103 and obtain the division’s approval
prior to: ' . :
(a) effecting a change of plans trom those the division previously
approved on form C-101 or form C-103;
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(b) altering a drilling well’s casing program or pulling casing or
otherwise altering an existing well’s casing installation; o :
' (¢) making multiple completions in a well;

(d) placing a well in approved temporary abandonment;

(e) plugging and abandoning a well; '

(f) performing remedial work on a well that, when completed, will
affect the well’s original status (this includes making new perforations in existing wells
or squeezing old perforations in existing wells, but does not apply to new wells in the
process of being completed nor to old wells being deepened or plugged back to another
zone when the division has authorized the recompletion by an approved torm C-101,
application for permit to drill, re-enter, deepen plug back or add a zone, nor to acidizing,
fracturing or cleaning out previously com )1cted wells, nor to 1nsta111ng artrtrcral lift -
equipment); or : -
' (2) downhole commmghng in well bores, within pools or areas that ~
the division has established as pre-approved pools or areas. ‘

' (2) In the case of well plugging operations, the notice of intention shall
include a detailed statement of the proposed work including plans for shootrn;D y and
pulling casing; plans for mudding, including the mud’s weight; plans for cementing,
including number of sacks of cement and depths of plugs; restoration and remediation of
the location; and the time and date of the proposed plugging operations. The operator
shall tile a complete log of the well on form C-105 with the notice of intention to plug the
well, it the operator has not previoulsly filed the log (see 19.15.7.16 NMAC); the division

shall not release the financial assurance until the operator complies with this 1equ1rement

B. Form C- 103 as a subsequent report.

(1) The operator shall file form C-103 as a subsequent report of operatlons
in accordance with 19.15.7.14 NMAC as applicable to the particular operation berng
reported.

(2) The operator shall use form C-103 in reporting such completed
operations as: L o S '

(a) commencement of drilling operations;

(b) casing and cement test;

(c) altering a well’s casing installation;

(d) work to secure approved temporary abandonment

(e) plugging and abandonment;

() - plugging back or deepening within the same pool

(g) - remedial work;

-~(h) installation of artificial lrftrng equipment; or

(i)  other operations that affect the well’s onglnal status but that are
not specifically covered in 19.15.7.14 NMAC.

C.  Report of commencement of drilling operations. ‘Within lO days
following the commencement of drilling operations, the operator shall file a report of
commencement on form C-103. The report shall 1nd1cate the hour and the date the -
operator spudded the well.

D. Report of results of test of casing and cement job; 1eport ot casing
alteration. The operator shall file a report of casing and cement test within 10 days
tollowing the setting of each string of casing or liner. The operator shall ﬁle the report on
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torm C-103 and include a detailed description of the test method employed and the
results obtained by the test and any other pertinent information 19.15.16.10 NMAC
requires. The report shall also indicate the top of the cement and the means by which the
operator determined the top. It shall also indicate any changes from the casing program
previously authorized for the well. ‘ '

E. Report of temporary abandonment. The opelatm shall file a notice of
work to secure approved temporary abandonment within 30 days following the work’s
completion. The report shall present a detailed account of the work done on the well,
including location and type of plugs used, if any, and status of surface and downhole
equipment and any other pertinent information relative to the well’s overall Statuq

F. Report on plugging of well.

(1)  The operator shall file a report of plugging opeIatlons within 30 days
following completion of plugging operations on a well. The operator shall file the report
on form C-103, which shall include the date the operator began plugging operations and
the date the operator completed the work, a detailed account of the manner in which the
operator performed the work including the depths and lengths of the various plugs set, the

‘nature and quantities of materials employed in the plugging operations including the
weight of the mud used, the size and deépth of all casing left in the hole and any other
pertinent information. (See 19.15.25 NMAC regarding plugging operations.)

(2) The division shall not approve a plugging report until the operator
demonstrates compliance with Subsection B of 19.15.25.10 NMAC. The operator shall
contact the appropriate division district oftice when the operator has restored the location
in order to arrange for a dwmon repr esentatwe s inspection of the plugged well and the
location.

G. Report of remedial work. The operator shall file a report of remedial work
performed on a well within 30 days following the work’s completion. The operator shall
file the report on form C-103 and present a detailed account of the work done and the
manner in which the operator performed the work; the daily production of oil, gas and
water both prior to and after the remedial operation; the size and depth of shots; the
quantity and type of crude, chemical or other materials the operator employed in the
operation; and any other pertinent information. Among the remedial work an operator
shall report on form C-103 are the following:

(1) report on shooting, fluid fracturing or chemical treatment of a
previously completed well; :

(2) report of squeeze JOb

(3) report on setting of liner or packer; :

(4) report of installation of pumping equipment or gas lift facilities; or

(5) report of any other remedial operations that are not spectfically
covered herein. '

H. = Report on deepening or plugging back within the same pool. An operator
shall file a report of deepening or plugging back within 30 days following completion of.
the operations on a well. The operator shall file the report on form C-103 and present a
"~ detailed account of work done and the manner in which the operator performed the work.
[f-the operator recompletes the well in the same pool, the operator shall also report the
daily production of oil, gas and water both prior to and atter recompletion. If the well is
recompleted in another pool, the operator shall file forms C-101, C-102, C-104 and C-
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10S in accordance with 19.15. 7 12 NMAC, 19.15.7.13 NM. \C 19 15.7. 15 NMAC and
19.15.7.16 NMAC.
I. Other reports on wells. The operator sh all su Hmit 1ep01t< on othel
“operations that affect the well’s original status but that are not specifically covered in
19.15.7.14 NMAC to the le]SlOII on form C-103 10 days following the operation’s
completion. ’ |
[19.15.7.14 NMAC - Rp, 19.15.13.1103 NMAC, 12/1/08)

19.15.7.15 ~ REQUEST FOR ALLOWABLE AND AUTHORIZATION TO
TRANSPORT OIL AND GAS (Form C-104): An operator shall file with the division
~a complete form C-104 to request the division assign an-allowable to a newly completed
“or re-completed well or a well completed in an additional pool or issue an operator
authorization to trampmt oil or gas from the well.

[19.15.7.15 NMAC Rp, 19.15.13.1104 NMAC, 12/1/08]

19.15.7.16 WELL COMPLETION OR RECOMPLETION REPORT AND LOG
(Form C-105):

A Within 20 days fo lowmg the Completlon or recompletion of a well, the
operator shall file form C-105 with the appropriate division district office accompanied -

“by a summary of special tests conducted on the well, inclucding drill stem tests. In

addition, the operator shall file a copy of electrical ‘and radio-activity logs run on the well
with foriC=105. If the division does not receive form C=195 with attached logs and '
summaries within the specified 20-day period, the division shall withhold the allowable
for the well until the operator has complied with 19.15.7.16 NMAC.

B. In the case of a dry hole, a complete record of the well on form C-105
with the attachments listed in Subsection A of 19.15.7.16 NMAC shall accompany the
notice of intention to plug the well, unless previously filed. The division shall not

~ approve the plug,gmg report or release the bond the operator has complled with
19.15.7.16 NMAC. : .
C. The division shall not keep form C- 105 and accompanymg, attachments
_ confidential unless the well’s owner requests in writing that the division keep it
confidential. Upon such request, the division shall keep these data confidential for 90
_days from the date of the well’s completion, provided, however, that the report, logs and
other attached data may, when pertinent, be introduced in a public hearing before division
examiners, the commission or in a court of law, regardless of the xequcst that they be kept
confidential.

[19.15.7.16 NMAC - Rp, 19. 15 13.1105 NMAC, 12/1/08]

19.15.7.17 NOTICE OF INTENTION TO UTILIZE AUTOMATIC CUSTODY
TRANSFER EQUIPMENT (Form C- 106): An operator intending to use an ACT
system shall file form C-106, when appllcable in accordan"e with Subsection A of"
19.15.18.15 NMAC.
[19:15.7.17 NMAC Rp, 19:15.13:1106 NMAC 12/1/08]
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19.15.7.18  APPLICATION FOR MULTIPLE COMPLETION (Form C-107):
An operator shall filz form C-107, when applicable, in accordance with Subsection A of
19.15.16.15 NMAC.

[19.15.7.18 NMAC - Rp, 19.1 5 13. 1107NMAC 12/1/08]

19.15.7.19  APPLICATION FOR AUTH’ORIZATION TO INJECT (Form C-
108): An operator shall file form- C-108 in accordance with Subsection B of 19.15.26.8
NMAC. :

[19.15.7.19 NMAC - Rp, 19 15.13.1108 NMAC, 17/1/08]

19.15.7.20  APPLICATION FOR DISCOVERY ALLOWABLE AND
CREATION OF A NEW POOL (Form C-109): An operator shall file form C-109, .
when applicable, in accordance with 19.15.20.16 NMAC..

[19.15.7.20 NMAC - Rp, 19.15.13.1109 NMAC, 12/1/08] -

19.15.7.21 GAS TRANSPORTER’S MONTHLY REPORT (Form C-111):

AL An overator shall complete and maintain for the division’s inspection,
form C-111 monthly in accordance with Subsections B, C and D of 19.15.7.21 NMAC.
The transporter shali itemize information on sheet no. 2 of form C-111 by pool, by
operator and by lease, in alphabetical order.

B. An operator of a gas gathering system, gas transportation system,
recycling system, fuel system, gas lift system, gas drilling operation, etc. shall complete
and maintain for division inspection form C-111 each month. The form shall cover gas, -
casinghead gas and carbon dioxide gas taken into a system during the precedmg, month
and shall show the gas’ source and its disposition.

- C. An operator of a gasoline plant, cycling plat or other plant at which
gasoline, butane, propane, kerosene, oil or other products are extracted from gas within
the state shall complete and maintain for the division’s inspection form C-111 each
month. The form shall cover gas, casinghead gas and carbon dioxide gas the plant has
taken during the preceding month and shall show the gas’ source and its disposition. If
an operator owns more than one plant in a given division district, the operator shall file
sheet no. 1 of form C-111 for each plant. In preparing sheet no. 2, the operator shall
consolidate requisitions for plants in the district, itemized in the order described in the
Subsection A of 19.15.7.21 NMAC.

D. Where a producer takes gas and uses it for any of the above uses, the
producer shall complete and maintain for division inspection form C-111 itemizing such
gas. The producer shall also include this gas on form C-115. The producer shall also
include gas used on'the lease from which it was produced for consumption in lease
houses, treaters, compressors, combustion engines and other similar equipment, or gas
that is flared, on the form C-115 but shall not include it on form C-111.

[19.15.7.21 NMAC - Rp, 19.15.13.1111 NMAC, 12/1/08]

19.15.7.22 TRANSPORTER’S AND STORER’S MONTHLY REPORT (Form
C-112): A transporter or storer of oil and liquid hydrocarbons within the state shall
complete and maintain for division inspection for each calendar month a form C-112 -
containing complete in'fonnation and data indicated by the form respecting stocks ot oil
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and liquid hydrocarbons on hand and receipts and deliveries of oil and liquid
hydrocarbons by pipeline and trucks within the state, and receipts and deliveries from

leases to storers or refiners; between transporters within the qt’\te ‘between storers and
refiners within the state.

[19.15.7.22.NMAC - Rp, 19.15.13.11 12 NMAC, 12/1/08]

19.15.7.23  REFINER’S MONTHLY REPORT (Fonm C-113): A 1eime1 of 011

within the state shall file for each calendar month form C-113 containing the information

and data indicated by the form respecting oil and products inivolved in the refiner’s
operation during each month. The refiner shall file the completed form C-113 for each |

~ month and postmark it on or before the 15th day of the next succeeding month.

[19.15.7.23 NMAC - Rp, 19.15.13.1 113 NMAC, 12/1/08]

19.15.7.24  OPERATOR’S MONTHLY REPORT (Form C-115): ,

A. An.operator shall file a form C-115 for each non-plugged well completlon '
tor which the division has approved a form C-104"and for each secondary or other
enhanced recovery project or pressure maintenance project injection well or other:
injection well within the state, setting forth complete information and data indicated on
the forms in the order, format and style the director prescribes. The operator shall
estimate oil productlon from wells producing into common stoxage as accurately as
possible on the basis of periodic tests.

B. An operator shall file the reports 19.15.7.24 NMAC requires using the
division’s web-based online application on or before the 15th day of the second month
following the month of production, or if such day falls on a weekend or holiday, the first
. workday following the 15th.” An opérator may apply to the division for exemption from
the electronic filing requirement based upon a demonstration that such requirement

would operate as an economic or other hardship. :
- C. If an operator fails to file a form C-115 that the division accepts, the

division shall, within 60 days of the appropriate filing date, notify the operator by

electronic mail or letter of its intent to revoke the operator’s authorization to transport or
‘inject 1f the opmatm does not file an acceptable and complete form C-115. If the
operator does not file an acceptable and complete form C-115 or request a hearing on the
proposed cancellation within. 120 days of the original due date of the form C-115, the
division may cancel the operator’s authority to transport from or mject into all wells it

operates.

[19.15.7.24 NMAC - Rp, 19.15.13.1115 NMAC, 12/1/08]

19.15.7.25 . GAS-OIL RATIO TESTS (Form C-116): An operator shall make and

- report gas-oil ratio tests on form C-116 as prescribed in 19.15.18.8 NMAC and appllcable
special pool orders.. The operator shall file the form C-116.

[19.15.7.25 NMAC - Rp, 19.15.13.1116 NMAC, 12/1/08]

19.15.7.26 ~ TANK CLEANING SEDIMENT OIL REMOVAL,
TRANSPORTATION OF MISCELLANEOUS HYDROCARBONS AND
DISPOSAL PERMIT (Form C-117-A) AND MONTHLY SEDIMENT OIL
DISPOSAL STATEMENT (Form C-117- -B):
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A. An operator shall file form C-117-A with the appropriate division district
office in accordance with Subsections B, C and H of 19.15.18.17 NMAC.

B. An operator shall file form C-117-B with the division’s Santa Fe office

and the appropriate division district office in accordance with Subsection D of
~19.15.18.17 NMAC.
[19.15.7.26 NMAC - Rp, 19.15.13.1117 NMAC, 17/1/08]

19.15.7.27  TREATING PLANT OPERATOR’S MONTHLY REPORT (Form
C-118): A treating plant operator shall file on a monthly basis form C-118 with the
appropriate division district office. The form C-118 shall contain all the information the
form requires. Column 1 of sheet 1-A of form C-118 entitled permit number, references
form C-117-A, for each lot of oil the operator picked up for processing.

[19.15.7.27 NMAC - Rp, 19.15.13.1118 NMAC, 12/1/08]

19.15.7.28  MONTHLY WATER DISPOSAL REPORT (Form C-120-A): An
operator of a salt water disposal system shall report its operations on form C-120-A. The
operator shall file form C-120-A in duplicate, with one copy to the division’s Santa Fe
office and one copy to the appropriate division district oftice, and shall postmark the -

form no later than the 15th day of the second succeeding month.
[19.15.7.28 NMAC - Rp, 19.15.13.1120 NMAC, 12/1/08]

19.15.7.29  PURCHASER’S NOMINATION FORMS (Form C-121 and Form C-
121-A): - .

A. Unless the director requests otherwise, a person expecting to purchase oil
from producing wells in New Mexico during the second and third succeeding two months
shall file form C-121 with the division’s Santa Fe office not later than the 20th day of

each odd-numbered month. As an example, nominations submitted by the 20th day of -
July shall indicate the amount of oil the purchaser desires to purchase dally dunng,
September and October :

B. The person shall file form C-121-A with the division’s Santa Fe office by
the first day of the month during which the division will consider at the gas allowable
hearing the nominations for the purchase of gas from producing wells in New Mexico .
during the succeeding month. As an example, purchaser’s nominations to take gas from a
pool during the month of August would be considered by the division at a hearing during
July, and should be submitted to the Santa Fe office of the division by July 1.

C. - In addition to the monthly gas nominations, the purchaser shall file 12-
month nominations in accordance with the appropriate special pool orders.

[19.15.7.29 NMAC - Rp, 19.15.13.1 121 NMAC, 12/1/08)

19.15.7.30 MULTIPOINT AND ONE POINT BACK PRESSURE TEST FOR
GAS WELL (Form C-122): ‘

Gas well test data sheet - San Juan basin (form C- 122 -A)

Initial potential test data sheet (form C-122-B)

Deliverability test report (form C-122-C)

Worksheet for calculatlon of static column wellhead pressuxe (Pw) (form

TOFPEe
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E.  Worksheet for stepwise calculation of (surface) (subsurface) pressure (P,
& P (P & Py) (form C-122-E) ‘

I. - Worksheet for calwlatlon of wellhead pressures (P or PW) hom known
bottom hole pressure (P;or Py) (form C-122-F)

G.  Worksheet for calculation of status column pressure at gas liquid interface
(form C-122-G). The operator shall file the forms listed in Subsections A through F of
19.15.7.30 NMAC with the appropriate division district office in accordance with the
~'plov1§10n€ of the manual for back-pressure testing of natural gas wells or gas well
- testing manual for nortlwest New Mexico, 19.15.19.8 NMAC and applicable special

pool orders and proration orders. . - '

[19.15.7.30 NMAC - Rp, 19.15.13.1122 NMAC, 12/1/08]

19.15.7.31 - REQUEST FOR THE CREATION OF A NEW POOL (Form C-123): -

" The appropriate division district offite shall provide the operator of a well that requires -
the creation ot a pool written instructions regarding the filing of form C-123. '
[19.15.7.31 NMAC - Rp, 19.15.13.1123 NMAC, 12/1/08]

19.15.7.32 RESERVOIR PRESSURE REPORT (F01 m C-124):

A. - Anoperator shall file form C-124 to report bottom hole p1essuxes as
required under the provisions of 19.15.18.9 NMAC and applicable special pool orders.
B. An operator shall state the name of the pool; the pool datum, if

‘established; the name of the operator and lease; the well number; the wellhead elevation
“above sea level; the date of the test; the total time the well was shut in prior to the test,
the subsurface temperature in degrees fahrenheit at the test depth; the depth in feet at
which the operator made the subsurface pressure test; the observed pressure in psi' gauge

~corrected for calibration and temperature; the corrected pressure computed from applying .

to the observed pressure the appropriate correction for difference in test depth and
reservoir datum plane; and any other information required on form C-124.
[19 15 7.32 NMAC - Rp, 19.15.13. 1124 NMAC and 19.15.5. 302 NMAC 12/1/08]

19.15.7.33 GAS WELL SHUT IN PRESSURE TESTS (Form C- 125) An
operator shall file form C-125 to report shut-in pressure tests on gas ‘wells as quu1red
. under the provisions ot special pool orders.

- [19. 15 7.33 NMAC - Rp, 19.15.13.1125 NMAC, 12/1/08]

19.15.7.34 = PERMIT TO TRANSPORT RECOVERED LOAD OIL (Form C-
126): An applicant to transport recovered load oil shall fiie form C-126 with the -
appropriate division district office in conformance with 19.15.20.15 NMAC.
[19.15.7.34 NMAC - Rp, 19.15.13.1126 NMAC 12/1/08]

19.15.7.35 - REQUEST FOR ALLOWABLE CHANGE (Form C-127): Anoil
producer shall file form C-127 with the apploprlate division district office not later than .
the 10th day of the month precedmg the month for which an oil pr oducer 1§’ 1equestmg oil '
well allowable changes.
- [19.15.7.35 NMAC - Rp, 19. 15.13.1127 NMAC, 12/1/08]
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19.15.7.36 FORMS REQUIRED ON FEDERAL LAND:

A. An cverator shall use federal forms in lieu of state forms when filing
application for permit to drill, deepen or plug back and sundry notices and reports on
wells and well completion or recompletion report and log for wells on federal lands in
New Mexico. However, the operator shall submit two extra copies ot each of the forms.
to the BLM, which, upon approval, will transmit the forms to the division. An operator
of a well on federal land shall use the following BLM forms in lieu of division forms:

BLM Form No. Title of Form (Same for both agencies) . Form No.
3160-3 (Nov. 1993)  Application for Permit to Drill, Deepen or Plug C-101
Back :

3160-5 (Nov. 1983)  Sundry Notices and Reports on Wells - C-103
3160-4 (Nov. 1983)  Well Completion or Recompletion Report and Log  C-105

B. The above forms as the BLM may revise are the only forms that an
operator may file in place of division forms.

C. After a well is completed and ready for pipeline connection, the operator

shall file form C-104 along with a copy of form C-105 or BLM form No. 3160-4,
whichever is applicable, with the division on wells drilled in the state, regardless ot land
- status. Further, the operatm shall file production reports using division forms; the
~ division will not accept federal forms for reporting production.

D. An operator’s failure to comply with 19.15.7.36 NMAC shall result in the
division’s cancellation of form C-104 for the affected well or wells.
[19.15.7.36 NMAC - Rp, 19.15.13.1128 NMAC, 12/1/08]

19.15.7.37  APPLICATION FOR EXCEPTION TO NO-FLARE (Form C-129):
An operator shall file form C-129 when applicable, in accmdance with 19.15.18.12
NMAC.

[19.15.7.37 NMAC - Rp, 19.15.13.1 129 NMAC, 12/1/08]

19.15.7.38  NOTICE OF DISCONNECTION (Form C-130):

A. An operator shall file form C-130 with the division as provided in
19.15.19.13 NMAC. :
, B. An operator sh all state to the best of its knowledge the reasons for
disconnecting a gas well from gas transportation facilities.

C. The division shall furnish the New Mexico public regulation commission
with a form C-130 1nd1catmg, » that a disconnected gas well may or will be reconnected to a
gas transportation facility for ultimate distribution to consumers outside of. the state.
[19.15.7.38 NMAC - Rp, 19.15.13.1130 NMAC, 12/1/08]

19.15.7.39 MONTH[LY GAS STORAGE REPORT (Form C 131 A), ANNUAL
LPG STORAGE REPORT (Form C-131-B):

A. An operator of an underground gas StOlage project shall report its
OpCldthll monthly on form C-131-A. The operator shall file form C-131-A with the -
division’s Santa Fe office with a copy to the appropriate division district office and shall
postmark it not later than the 24th day of the next succeeding month.

B. An operator of underground liquefied petroleum gas storage projects
approved by the division shall report its operations annually on form C-131-B.



- form C-133 in accordance with 19.15.34 NMAC prior to transportation.

Case No. 14181
Order No. R-13050
Page 74

[19.15.7.39 NMAC— Rp; 19.15.13.1131 NMAC, 12/1/08] °

19.15.7.40  AUTHORIZATION TO MOVE PRODU&ED WATER:
A. A transporter of produced water shall obtain the division’s approval of

" B. Approval ot a single form C-133 is valid for leases the transporter serves.
[19.15.7.40 NMAC - Rp, 19.15.13:1133 NMAC, 12/1/08]

- 19.15.7.41 - GAS WELL CON.NECTION-,' RECONNECTION OR
DISCONNECTION NOTICE: A gas transporter accepting gas for-delivery from a
wellhead or central point of delivery shall notify the division within 30 days of a new
connection or reconnection to or disconnection from the gathering or transportation
system by filing form C-135 with the appropriate division district office.

[19.15.7.41 NMAC Rp 19.15.13.1135 NMAC, 12/1/08)].

" 19.15. 7 42 APPLICATION FOR APPROVAL TO USE AN ALTERNATE GAS
MEASUREMENT METHOD (Form C-136): |
A.  An operator shall use form C-136 to request and obtain division approval -
-for use of an alternate plocedure for measuring gas production from a well that is not
amble of producing more than 15 MCFD (Paragraph (1) of Subsection B 0f 19.15.19.9 -
NMAC) or for a well that has a producing capacity of 100 MCFD or less and is on a
multi-well lease (Paragraph (2) of Subsection B of 19.15.19.9 NMAC).
B. - Anoperator shall fill out the applicable information required on form C-
136 with the required supplemental mfonnatlon attached, and file it with the applopnate
division district office. :

[1915742NMAC Rp,1915131136NMAC 12/1/08] .

19.15.7,.43 APPLICATION FOR PRODUCTION RESTORATION PROJECT
(C-139):

Al An oper'ttor sl all use the division’s web- based online application to apply
for: the production restoration tax incentive. : .
B. "An operator shall enter a user 1dent1hcat10n number and password that 1t

has obtained from the division and select the well for which the operator is requesting the -
production restoration tax incentive. The operator shall then enter the date it began the

- production restoration, the date the well returned to production and the process the

~ operator used to return the well to production. The operator shall certlfy that the
information is complete and correct. . ’
[19.15.7.43 NMAC Rp, Paragraph.(5) of Subsection D of 19 15 1.31 NMAC 12/1/08]

19.15.7.44 APPLICATION FOR WELL WORKOVER PROJECT (C 140)

A.-  An operator shall use the division’s web ba< 2d online apphc'itlon to apply
- for the well workover tax incentive. S
B. An operator shall enter a user 1dent1ﬁcat10n number and password that 1t

has obtained from the division and select the well for which the operator is requesting the
. well workover tax incentive. The operator shall enter the date that it commenced the well
workover and the date it completed the well workover. The operator shall attach a -
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description of the workover procedure it performed to increase production and a
production curve or data tabulation.showing at least 12 months ot production prior to the
well workover and at least three months of production following the well workover to
reflect a positive production increase.

[19.15.7.44 NMAC - Rp, Paragraph (6) of Subsection D of 19.15.1.32NMAC, 12/1/08]
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“The Oil Conservation Division repeals its rule 19.15.8 NMAC (filed 4/08/2003) entitled
Gas Proration and Allocation, effective December 1, 2008.
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TITLE 19 NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS

PART 8 FINANCIAL ASSURANCE

19.15.8.1 ISSUING AGENCY: Energy, Minerals and Natural Resources
Department, Oil Conservation Division.
[19.15.8.1 NMAC - N, 12/1/08]

19.15.8.2 SCOPE: 19.15.8 NMAC applies to persons engaged in oil and gas
development and production within New Mexico.
[19.15.8.2 NMAC - N, 12/1/08}

19. H 8.3 STA FUTORY AUTHORITY: 19.15.8 NMAC 1s adopted pursuant to
the Oil and Gas Act, NMSA 1978, Section 70-2-6, Section 70-2-11, Section 70-2-12 and.
Section 70-2-14. . '
[19.15.8.3 NMAC - N, 12/1/08]}

19.15.8.4 DURATION: Permanent.
[19.15.8.4 NMAC - N, 12/1/08]

19.15.8.5 EFFECTIVE DATE: December I, 2008, unless a later date is cited at
the end of a section.
[19.15.8.5 NMAC - N, 1?/1/08]

19.15.8.6 OBJECTIVE: To establish financial assurance requirements for persons,
firms, corporations or associations who have drilled or acquired, are drilling or propose to
drill or acquire an oil, gas or injection or other service well to furnish financial assurance

acceptable to the division.

[19.15.8.6 NMAC - N, 12/1/08]

19.15.8.7 DEFINITIONS: [RESERVED]
[See 19.15.2.7 NMAC for definitions.]
[19.15.8.7NMAC - N, 17/1/08]

19.15.8.8 GENERAL REQUIREMENTS FOR FINANCIAL ASSURANCE:

A. The operator shall file financial assurance documents with the division’s
Santa Fe otfice and obtain approvals and releases of financial assurance from that office.

B. Financial assurance documents shall be on forms prescribed by or
otherwise acceptable to the division.

C. The division may require proof that the individual sxf,nmg, for an entity on
a financial assurance document or an amendment to a ﬁnunmal assurance document has
the authority to-obligate that entity.
[19.15.8.8 NMAC - Rp, 19.15.3.101 NMAC, 12/1/08]

19.15.8.9 FINANCIAL ASSURANCE FOR WELL PLUGGING:
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A, A pemon firm, cmpomtlon or association who has drilled or acquncd is
drilling or proposes to drill or acquire an oil, gas or injection or other service well on
privately-owned or state-owned lands within this state shall-furnish a financial assurance
acceptable to the division in the form of an irrevocable letter of credit or cash or surety
bond running to the state of New Mexico conditioned that the well be plugged and
abandoned and the location restored and remediated in compliance with division rules.

B. A financial assurance shall be conditioned for well plugging and
abandonment and location restoration and remediation only, and not to secure payment
for damages to livestock, range, crops or tangible improvements or any other purpose.

C. The division accepts two forms of tinancial assurance: a one-well
financial assurance that covers a single well and a blanket financial assurance that covers
multiple wells. The operator shall cover a well that has been in temporary abandonment
for more than two years by a one-well financial assurance, except that the division may

‘waive the requirement of a one-well financial assurance for a well that is shut-in because

~of the lack of a pipeline connection. The division may release the one-well financial

“assurance upon the operator’s or surety’s written request after the well is returned to
production if a blanket financial assurance Covers the well. .

D. Amounts.

(1) A blanket financial assurance shall be in the amount of $50,000
covering all oil, gas or service wells dulled acquired or operated in tlns state by the
principal on the bond. '

(2) A one-well financial assurance shall be in the amounts stated below m'
accordance with the well’s depth and location.

(a) Chaves, Eddy, Lea, McKinley, R1o Arriba, Roosevelt Sandoval
and San Juan counties, New Mexico: $5000 plus $1 per foot of projected depth of
ploposed well-or measured depth of ex1stmg well. .

. (b)  All other counties in the state: $10,000 plus $1 per toot of

pIOJeCted depth of proposed well or measured depth of existing well. :

- (3)  The appropriate divisiondistrict office may approve revised plans t01
an actively drilling well for drilling as much as 500 feet deeper than the depth stated on
the well’s financial assurance. A well to be drilled more than 500 feet deeper than the -

_depth stated on the well’s financial assurance shall be covered by a new financial

- assurance in the amount prescribed for the new projected depth.

(4)  The amount of the one-well financial assurance required for an
mtentlonally deviated well shall be determmed by the Well s measured depth and not its
true vertical depth. '

[191589NMAC Rp,19153 101NMAC 2/1/08] ‘

19.15.8.10 ADDITIONAL REQUIREMENTS FOR CASH AND SURETY
BONDS:

A.  Surety bonds shall be 1S>ued by a 1eputable cmpm ate surety authonzed to
do business 1 in the state. : ,
B.  The opérator shall deposit cash repr esentmg the full amount ot the bond in’

an account in a tede1ally insured financial institution located within the state, such
account to be held in trust for the division. Authorized representatives of the operator
- and the depository institution shall execute a document evidencing the cash bond’s terms
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and conditions. The operator shall file the document with the division prior to the bond’s
effective date. 1f the operator’s financial status or reliability is unknown to the director,
the director may require the filing of a financial statement or such other information as
may be necessary to evaluate the operator’s ability to. fulfill the bond’s conditions. From
time to time, any accrued interest over and above the bond’s face amount may be paid to

the operator.
[19.15.8.10 NMAC - Rp, 19.15.3.101 NMAC, 12/1/08]

19.15.8.11 © ADDITIONAL REQUIREMENTS FOR LETTERS OF CREDIT:

A. The division may accept irrevocable letters of credit issued by national or
state-chartered banking associations. :

B. ‘Letters of credit shall be irrevocable for a term of not less than five yeals,
unless the applicant shows good cause for a shorter time period.

C. Letters of credit shall provide for automatic renewal for successive, like

- terms upon expiration, unless the issuer has notified the division in writing of non-

renewal at least 30 days prior to expiration.

D. The division may forfeit and collect aletter of credit if not replaced by an
approved financial assurance at least 30 days before the expiration date.
[19.15.8.11 NMAC - Rp, 19.15.3.101 NMAC, 12/1/08]

19.15.8.12  RELEASE OF FINANCIAL ASSURANCE:
' A. The division shall release a financial assurance document upon the
operator’s or surety’s written request if all wells drilled or acquired under that financial
assurance have been plugged dnd abandoned and the location restored and remediated
and released pursuant to 19.15.25.9 NMAC through 19.15.25.11 NMAC, or have been
covered by another financial assurance the division has approved.

. Transfer of a property or a change ot operator does not of itself release a
financial assurance. The division shall not approve a request for change of operator for a

well until the new operator has the required financial assurance in place.
[19.15.8.12 NMAC - Rp, 19.15.3.101 NMAC, 12/1/08]

19.15.8.13  FORFEITURE OF FINANCIAL ASSURANCE:

A. Upon the operator’s failure to properly plug and abandon and restore and
remediate the location of a well or wells a financial assurance covers, the division shall
give notice to the operator and surety, if applicable, and hold a hearing as to whether the
well or wells should be plugged and abandoned and the location restored and remediated
in accordance with a division-approved plugging program. If it'is determined at the
hearing that the operator has failed to plug and abandon the well and restore and
remediate the location as provided for in the financial assurance or division rules, the
director shall issue an order directing the well to be plugged or abandoned and the
location restored and remediated in a time certain. Such an order may also direct the
forfeiture of the financial assurance upon the failure or refusal of the operator, surety or.
other responsible party to properly plug and abandon the well and restore and remediate .
the location. :

B. If the financial assurance’s proceeds exceed the costs the division incurred
plugging and abandoning the well and restoring and remediating the location the financial
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assurance covers, the division shall return the excess to the s.unety or the oper ator, as
appropriate.

. C. I the financial assurance’s proceeds are not sufficient to cover all the
costs the division incurred in plugging and abandoning the well and restoring and
remediating the location, the division'may seek indemnification from the operator as

plowded in NMSA 1978 Section 70-2-14(E).

' D. - The division shall deposit forfeitures and funds collected pu1suant to a

judgment in a'suit for indemnification in the oil and gas reclamation fund.

[19.15.9.13 NMAC - Rp, 19.15.3.101 NMAC, 12/1/08]

19.158.14  EFFECTIVE DATES.

A. 19.15.8 NMAC applies to wells drilled or acquired after DeCeinber 15, :
2005. '

B.' As to all other wells, 19.15.8 NMAC is eftective J'muzuy 1,2008.
S [19.15.8.14 NMAC - Rp, 9.15.3. 101 NMAC, 12/1/08]
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The Oil Conservation Division repeals its rule 19.15.9 NMAC (filed 1/24/2007) entitled
Secondary or Other Enhanced Recovery, Pressure Maintenance, Salt Water Disposal, and
Underground Storage, effective December 1, 2008. ’
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TITLE 19. NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS

PART 9 WELL OPERATOR PROVISIONS

19.15.9.1 ISSUING AGENCY: Energy, Minerals and Natural Resources
Department, Oil Conservation Division.
[19.15.9.1 NMAC - N, 12/1/08]

19.15.9.2 'SCOPE: 19.15.9 NMAC applies to persons or entities opel atmg 011 or
gas wells within New Mexico. :
[19.15.9.2 NMAC - N, 12/1/08]-

19.15.9.3 STATUTORY AUTHORITY: 19.15.9 NMAC is adopted pursuant to
the Oil and Gas Act, NMSA 1978, Section 70-2-6, Sectlon 70 2- 11 and Section 70-2-12.
[19.15. 9.3 3NMAC - N, 12/]/08]

19.159.4 - DURATION: Permanent.
[19.15.9.4 NMAC - N, 12/1/08] '

19.15.9.5 EFFECTIVE DATE December 1, 20()8 unless a later date is cﬂed at
. the end of a section.
[19.15.9_.54NMAC N, 12/1/08]

19.15.9.6 OBJECTIVE: To requirean operator of a well or wells to 1eglstel w1t1
the division prior to commencing operations and to quuue the reportmg of a change of
operator or a change of name to the division.
[19.15.9.6 NMAC - N, 12/1/08]

19.159.7  DEFINITIONS: [RESE RVED]
[See 19.15.2 NMAC for definitions. ]
- [19.15.9.7 NMAC - N, 12/1/08]

-~ 19.15.9.8 - OPERATOR REGISTRATION:
A. . Prior to commencing operations, an operator of a well or wells i in-New
Mexico shall register with the division as an operator. Applicants shall provide the
- following to the financial assurance administrator in the division’s Santa Fe office:
(1) anoil and gas registration identification (OGRID) number obtamed
from the division the state land office or the taxation and revenue department;
(2)  acurrent address of record to be used for notice and a current _
‘emergency contact name and telephone number for each district in ‘which the operator
operates wells; and - -
(3) the financial assurance 19.15.8 NMAC requires.
B. The division may deny registration as an operator if:

(1) the applicant is not in compllance with Subsection A of 19. 15 59
NMAC; ' :
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(2) an officer, director, partner in the applicant or person with an interest
in the applicant exceeding 25 percent, is or was within the past five years an officer,
director, partner or person with an interest exceeding 25 percent in another entity that is
not currently in compliance with Subsection A of 19.15.5.9 NMAC; '

(3) the applicant is or was within the past five'years an officer, director,
partner or person with an interest exceeding 25 percent in another entity that is not
currently in compliance with Subsection A of 19.15.5.9 NMAC,;

(4)  the applicant is a corporation or limited liability company and is not
registered with the public regulation commission to do business in New Mexico; or

(5) the applicant is a limited partnership and 1s not registered with the New
Mex1co secretary of state to do business in New Mexico.

C. An operator shall inform the division of its current address of record and
emergency contact names and telephone numbers by submitting changes in writing to the
division’s financial assurance administrator in the division’s Santa Fe otfice within 30-
days of the change. '

D. The division may require an operator or applicant to 1dent1fy its current
and past officers, directors and partners and its current and past ownership interest in
other operators. :
[19.15.9.8 NMAC - Rp, 19.15.3.100 NMAC, 12/1/08]

'19.15.9.9 CHANGE OF OPERATOR: ,

A. A change of operator occurs when the entity responsible for a well or a
group of wells changes. A change of operator may result from a sale, assignment by a
court, a change in operating agreement or other transaction. Under a change of operator,
wells are moved from the OGRID number of the operator of record w1th the division to
the new operator’s OGRID number.

B. The operator of record with the division and the new operator shall apply
for a change ot operator by jointly filing a form C-145 using the division’s web-based
online application. If the operator of record with the division is unavailable, the new
operator shall apply to the division for approval of 