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STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

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

APPLICATION OF THE OIL CONSERVATION 
DIVISION TO AMEND RULE 104 
(19 NMAC 15.C.104) PERTAINING TO 
WELL SPACING 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 

COMMISSION HEARING 

BEFORE: LORI WROTENBERY, CHAIRMAN 
JAMI BAILEY, COMMISSIONER 
ROBERT LEE, COMMISSIONER 

August 12th, 1999 

Santa Fe, New Mexico 

This matter came on f o r hearing before the O i l 

Conservation Commission, LORI WROTENBERY, Chairman, on 

Thursday, August 12th, 1999, a t the New Mexico Energy, 

Minerals and Natural Resources Department, Porter H a l l , 

2 040 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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A P P E A R A N C E s 

FOR THE COMMISSION: 

LYN S. HEBERT 
Deputy General Counsel 
Energy, Minerals and Natural Resources Department 
2 040 South Pacheco 
Santa Fe, New Mexico 87505 

FOR THE OIL CONSERVATION DIVISION: 

RAND L. CARROLL 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
2 04 0 South Pacheco 
Santa Fe, New Mexico 87505 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:03 a.m.: 

CHAIRMAN WROTENBERY: And next on the agenda i s 

12,119. This i s the A p p l i c a t i o n of the O i l Conservation 

D i v i s i o n t o amend Rule 104 (19 NMAC 15.C.104) p e r t a i n i n g t o 

w e l l spacing. 

We continued t h i s case from the J u l y 15th, 1999, 

Commission hearing. At t h a t hearing we took a f i n a l round 

of o r a l testimony on the proposed amendments t o Rule 104. 

A f t e r t h a t hearing, we extended the comment 

p e r i o d u n t i l August 4th t o allow f o r any a d d i t i o n a l w r i t t e n 

comments on the proposed amendments t o Rule 104. We 

received t h r e e sets of w r i t t e n comments d u r i n g t h a t p e r i o d . 

I b e l i e v e , Commissioners, you each have a copy of those 

comments i n your notebooks. 

I guess I ' d j u s t l i k e t o say i n response t o those 

comments, we received a comment from Tom K e l l a h i n 

concerning the procedures f o r n o t i c e of a d m i n i s t r a t i v e 

a p p l i c a t i o n s and a p p l i c a t i o n s t h a t are being set f o r 

hearing. 

He proposed t h a t we add a p r o v i s i o n i n Rule 104 

saying t h a t i n the event of a t i m e l y f i l e d o b j e c t i o n t o an 

a d m i n i s t r a t i v e a p p l i c a t i o n the D i v i s i o n s h a l l n o t i f y the 

ap p l i c a n t and the o b j e c t i n g p a r t y i n w r i t i n g t h a t the case 

has been set f o r hearing on the next a v a i l a b l e Examiner's 
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docket. No f u r t h e r n o t i c e s h a l l be r e q u i r e d . 

He had p r e v i o u s l y requested and expressed h i s 

b e l i e f t h a t the D i v i s i o n had concurred w i t h the adoption of 

t h a t p r o v i s i o n . And i n f a c t , we had — t h a t p a r t i c u l a r 

p r o v i s i o n was incorporated i n t o the Commission's Amended 

Procedural Rules. Lyn, do you have the c i t e ? I t ' s now i n 

Commission — i n D i v i s i o n Rule 1207. We d i d not see a need 

t o repeat t h a t i n the r u l e s on every i n d i v i d u a l type of 

a p p l i c a t i o n . We t h i n k we have addressed t h a t p a r t i c u l a r 

comment. 

We also received a set of comments from Frank 

Gray w i t h Texaco. He had several comments re q u e s t i n g some 

e d i t o r i a l changes, some c o r r e c t i o n s t o the proposed 

amendments. Those have a l l been addressed i n the proposed 

order t h a t i s before us today. 

He had also requested t h a t n o t i c e be r e q u i r e d t o 

a f f e c t e d o f f s e t p a r t i e s surrounding a u n i t where a second 

w e l l i s proposed on a 320-acre gas spacing u n i t . I n the 

proposed order t h a t we've got before you today, we have 

de c l i n e d t o incorporate t h a t p a r t i c u l a r n o t i c e p r o v i s i o n . 

The D i v i s i o n ' s f e e l i n g on t h a t p a r t i c u l a r p o i n t , as we 

discussed a t the l a s t hearing, i s t h a t the a p p r o p r i a t e 

course f o r an operator i n a p a r t i c u l a r pool t o f o l l o w , i f 

they b e l i e v e t h a t a second i n f i l l -- t h a t an i n f i l l w e l l 

would be i n a p p r o p r i a t e i n a p a r t i c u l a r p o o l , i s t o come i n 
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and ask t h a t there be. s p e c i a l pool r u l e s adopted f o r t h a t 

p a r t i c u l a r pool and t o address the issue t h a t way. 

I know e a r l y on there was a concern t h a t the 

n o t i c e requirements f o r sp e c i a l pool r u l e s were so 

burdensome t h a t t h a t was not a r e a l i s t i c o p t i o n f o r 

operators. But since we have amended the procedural r u l e s 

and n o t i c e r u l e s , I t h i n k we have addressed the concerns 

about the overwhelming nature of the n o t i c e requirements 

f o r s p e c i a l pool r u l e s , and we beli e v e t h a t i s the 

app r o p r i a t e remedy i n case an o f f s e t operator has concerns 

about the d r i l l i n g of i n f i e l d w e l l s i n a p a r t i c u l a r pool. 

So we have not adopted t h a t p a r t i c u l a r recommendation i n 

the d r a f t order. 

And then f i n a l l y we had comments from Santa Fe 

Snyder Corporation recommending e s s e n t i a l l y t h a t we hol d 

o f f on the adoption of the Rule 104 amendments u n t i l we 

have addressed an issue t h a t has a r i s e n concerning the 

compulsory p o o l i n g orders issued by the Commission and how 

those -- or the D i v i s i o n , and how those compulsory p o o l i n g 

orders a f f e c t the d r i l l i n g of an i n f i l l w e l l i n a 320-acre 

gas spacing u n i t . 

The D i v i s i o n has es t a b l i s h e d a s p e c i a l work group 

t h a t w i l l be meeting, I be l i e v e , a t the end of t h i s month. 

What i s the date on t h a t , Rand? 

MR. CARROLL: August 31st at 8:30 — t h a t ' s a 
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Tuesday — i n t h i s room. 

CHAIRMAN WROTENBERY: — has e s t a b l i s h e d a 

s p e c i a l work group t o address the compulsory p o o l i n g issues 

t h a t have a r i s e n as a r e s u l t of these proposed amendments 

t o Rule 104. 

The D i v i s i o n does not see a need t o h o l d up on 

the adoption of the Rule 104 amendments pending the 

r e s o l u t i o n of t h a t p a r t i c u l a r issue, so we have c i r c u l a t e d 

a d r a f t Commission order t h a t adopts the proposed 104 

amendments. And we w i l l proceed as e x p e d i t i o u s l y as 

po s s i b l e w i t h the e f f o r t s of t h a t work group. And I 

be l i e v e the work group plans t o come back a t the 

Commission's September meeting and discuss t h e i r c u r r e n t 

t h i n k i n g on the compulsory p o o l i n g issue. 

I w i l l say, anybody who i s i n t e r e s t e d i n t h a t 

work group, please contact Mr. C a r r o l l . We're t r y i n g t o 

keep the discussion open so we can i d e n t i f y a l l of the 

issues t h a t have cropped up r e l a t i n g t o the compulsory 

p o o l i n g orders and t r y t o address those. 

With t h a t summary of the comments t h a t we've 

received, Commissioners, you've each had a chance t o look 

a t a copy of the proposed order of the Commission amending 

Rule 104. Do you have any comments or questions on t h a t 

proposed order? 

COMMISSIONER BAILEY: I move t h a t we accept t h a t 
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proposed order t h a t contains one minor c l a r i f i c a t i o n of 

language change. 

CHAIRMAN WROTENBERY: Are you r e f e r r i n g t o the 

reference t o — 

COMMISSIONER BAILEY: On the 64 0-acre spacing. 

CHAIRMAN WROTENBERY: Okay, l e t me look. 

COMMISSIONER BAILEY: 104.C.(1), 640-acre spacing 

paragraph. 

CHAIRMAN WROTENBERY: Okay, yes. I n the order 

t h a t we have prepared f o r signature by the Commission 

today, we have made one change from the order t h a t was 

c i r c u l a t e d t o the Commission, and t h a t i s , we've added a 

p a r e n t h e t i c a l phrase. I n the paragraph on 64 0-acre 

spacing, we've added a t the end the r e of the f i r s t sentence 

a p a r e n t h e t i c a l phrase, " ( i . e . , the San Juan Basin)". 

I s t h a t the one you're r e f e r r i n g t o — 

COMMISSIONER BAILEY: Yes. 

CHAIRMAN WROTENBERY: — Commissioner Bailey? 

Just as a p o i n t of c l a r i f i c a t i o n . 

And w i t h t h a t change you have moved — 

COMMISSIONER BAILEY: I move we adopt Rule. 

CHAIRMAN WROTENBERY: — t h a t we adopt the 

Commission order? 

Do I hear a second? 

COMMISSIONER LEE: (Nods) 
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CHAIRMAN WROTENBERY: A l l i n f a v o r , say "Aye". 

COMMISSIONER BAILEY: Aye. 

COMMISSIONER LEE: Aye. 

CHAIRMAN WROTENBERY: Aye. 

I b e l i e v e these amendments t o Rule 104 w i l l be 

e f f e c t i v e on August 31st; i s t h a t r i g h t , Ms. Hebert? 

MS. HEBERT: When they're published i n the 

Register. 

CHAIRMAN WROTENBERY: When they're published i n 

the R e g i s t e r . And I beli e v e the schedule i s such t h a t they 

w i l l be published on August 31st. 

And I ' d l i k e t o take t h i s o p p o r t u n i t y once again 

t o thank a l l of the i n d u s t r y r e p r e s e n t a t i v e s who 

p a r t i c i p a t e d i n t h i s lengthy process of examining the 

p r o v i s i o n s of Rule 104 and i d e n t i f y i n g the updates and 

r e v i s i o n s t h a t we should make t o those proposed r u l e s . 

I t h i n k the proposal i s an extremely sound one 

t h a t w i l l b e n e f i t both the Commission and the i n d u s t r y and 

the State of New Mexico, and I thank you very much f o r your 

p a r t i c i p a t i o n i n t h a t p a r t i c u l a r e f f o r t . 

(Thereupon, these proceedings were concluded a t 

9:16 a.m.) 

* * * 
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