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Re:  Proposed Amendments to Division Notice Rules

Dear Members of the Commission:

For more than a year, the Regulatory Practices Committee of the New Mexico Oil & Gas
Association and the New Mexico Oil Conservation Division staff have been discussing possible

revisions to the Division’s rules concerning the notice requirements for all types of
administrative cases and Examiner cases.

On January 12, 1999, the Commission commenced a hearing in Case 12119 to discuss
possible amendments to the notice requirements found throughout the Division's General Rule
Book. Within the context of Case 12119, the Commission is also considering changes to
Division Rule 104. The case was continued to the Commission docket scheduled for April 22,
1999. It is our recommendation that the Commission create a separate case for the notice rules
and a separate case for considering changes to Rule 104.

On behalf of the New Mexico Oil & Gas Association, please find enclosed our proposed

revisions to the Division notice rules which we would like the Commission to consider at this
April 22, 1999 hearing.

W. Thoma§ Kellahin
7

cc: New Mexico Oil & Gas Association



NEW MEXICO OIL & GAS ASSOCIATION
REGULATORY PRACTICES COMMITTEE
PROPOSED CHANGES TO DIVISION’S NOTICE RULES
April 7, 1999

PART A - GENERAL PROVISIONS AND DEFINITIONS

RULE 11 SCOPE OF RULES ANB-REGUEATIONS

11.A. The followmg Geﬁef&l—Ru{es of statewide application have been
adopted by the 6i-Ce 3 als-and-Naturs
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PART C - DRILLING

RULE 104.D ACREAGE ASSIGNMENT

sesiesle e sk

(2) Non-Standard Spacing Units.

seskseskok

(b) The Division Dlrector may grant admlmstratlve approval
when an application has been filed for a non-standard spacing
unit and the unorthodox size or shape of the dedicated tract is
necessitated by a variation in the legal subdivision of the U.S.
Public Land Surveys, or the following facts exist and the
following provisions are complied with:

e sfeotesie sie

(c) Applications for administrative approval of non-standard

spacing units;—purstant—to—Section—D(2)y—above; shall be

accompanied by a plat showing the subjeet spacing unit and

an applicable standard spacing unit for the applicable pool or

formation, its proposed well dedications, all adjoining spacing

units andror—teases—{whichever—is—applieable; and a list of

affected parties. Also to be included is a statement that

discusses the necessity for the formation of the subjeet non- -
standard spacing unit and the reasons why a standard sized
spacing unit is not feasible.

1354 Affected partles —this—instanee—shall-be

apphcable half quarter section (80-acres
spacing), quarter section (160-acre spacing),
half section (320-acre spacing ) or section (640-
acre spacing) in which the non-standard spacing
unit is situated and which acreage is not
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(ii) the Division designated operator of any
adjetning—or-diagonal- spacing unit producing

from the same pool(s) as the proposed non-

(d) The applicant shall submit a statement attesting that
applicant, on or before the same date the application was
submitted to the Division, was sent notification to the affected
parties by submitting a copy of the apphcatlon 1nc1ud1ng a

m&rl—tﬂ—aeeefdaﬂee—w&h—l%&e—l%@%é)(-&) advxsmg them that
they—have—anr objections it must be filed in writing within
twenty 20 days from the date notice was sent. The Division
Director may approve the non-standard spacing unit upon
recelpt of waivers from all said affected parties or.if .no seid

} party has entered an o' ct10 to the non- standard
spacmg unit within the 20 day

(¢) The Division Director may set any application for
admlmstratlve approval for a non-standard spacmg unit for

stesie sk sfeoke
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RULE 104.F UNORTHODOX LOCATIONS

sk

(2) The Division Director shall have authority to grant an exception to the well
locatlon requ1rements of Section 104 B and 104 C above or to the well f

loc':atlon“ is based upon geologic conditions,
archaeological conditions, topographxcal conditions, or the recompletion of a well

previously drilled to a deeper horizon provided that said the well was drilled at an

orthodox or approved unorthodox location for such original horizon.

- (3) Application for administrative approval of unorthodox locations pursuant to
Rule 104.F(2), above, shall be accompanied by a plat showing the subject unit, its
proposed unorthodox well location, the diagenal-and adjoining spacing units andferleases
¢whichever—ts—appheable) and wells, and a list of affected parties. If the proposed
unorthodox location is based upon topography or archaeology, the plat shall also show
and describe the existent topographical or archaeological conditions. If the proposed
unorthodox location is based upon geology, the application shall include appropriate

geologic exhibits and a discussion of the geologic conditions which result in the necessity
for the unorthodox location.

_ spacing units in the same
pool(s) as the proposed unorthodox well location ané towards
which the unorthodox well location encroaches:

I n

adjoining” means those spacing units adjoining on a side or corner
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owners—of— COTra—-oOrdmeased u""'lefa‘l—'lﬂfefesﬁ
.
mnth | VA th cadl U
HH-ne-same poortsas—the proposea—well-

> Note: an "existing spacing unit" contains a producing well while a
"prospective spacing unit" is a hypothetical unit which does not yet have a

producing well. These two terms are to be added to the definition section of 19
NMAC 15.A.7

Note: Regulatory Practice Committee of NMOGA is divided on this
requirement. A number of committee members would delete paragraph (a)(ii)
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b (5) The applicant shall submit a statement attesting that applicant, on or before
the same date the application was submitted to the Division, was sent notification to the

affected parties by submitting a copy of the appllcatlon mcludmg a copy of the plat
described in Rule 104.F(3) above by certlﬁed m urn t)

location upon receipt of waivers from all said

Dlrector may approve the unorthodo
- has entered an objection to the unorthodox

. parties or if no seid ;
location within 20 day ¢
appheation-

- (5) The Division Director may set any application for administrative approval of
an unorthodox location for public hearing and may require that a directional survey be
run in the unorthodox well to establish the actual location of the producing interval.

sesieofeeole

RULE 104.0

The Division shall wait at least ter 20 days before approving any sueh pooling, and
shall approve such pooling only in the absence of objection from any party entitled to

notice. In the event that a party entitled to notice objects to the peeltng application, the
Division shall consider the matter only after preper notice and hearing.

RULE 104.P

Heslesk sk
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RULE 112-B BRADENHEAD GAS WELLS
(note: rule form for this section is not consistent with other rules)

sesfe e sfe sk

112-B.C The Division Director shall have authority to grant an exception to the
requirements of paragraph A above witheut-netiee-and-hearing where application has been
filed in due form, and when the lowermost producing zone involved in the completion is
an oil or gas producing zone within the defined limits of an oil or gas pool and the

producing zone to be produced through the bradenhead connection is a gas producing
zone within the defined limits of a gas pool.

112-B.D Applicants shall furnish all operators who offset the lease...and applicant
shall include within his application a written stipulation that all offset opera
properly notified. The Division Director shall wait at least +0-days 2
approving the productlon of gas from the bradenhead gas well and shall
production only in the absence of objection from any offset operator. In the event an

operator objects to the completion, the Division Director shall consider the matter only
after preper notice and hearing.

seskesieokok

RULE 303 SEGREGATION OF PRODUCTION FROM POOLS

sesfe dje sie ke

RULE 303.B SURFACE COMMINGLING:

(1) The Division Director shall have the authority to grant an exception to
Rule 303-A to permit the commingling in common facilities of the commonly owned
production from two or more common sources of supply ;—witheut-netice—und-hearing;
provided that the liquid hydrocarbon production from each common sources of supply is
to be accurately measured or determined prior to such commingling in accordance with

the applicable provisions of the Division’s "Manual for the Installation and Operation of
Commingling Facilities, then current.

sesjediesieske

-Page 7-



RULE 303.D (10)

(b) A statement that i in the case where ownershlp is not common among the zones

(16) (f) anetification-tist-of-all-offset-operators:
e sjesie e sk

RULE 303 F The pfoeess—emd-—ﬁmmg—fof approval of downhole commlnghng

ﬁ-hﬂg—&ﬂd—aémfms&atwe—of-heafmg—fefm&ts shall be determmed as follows

(1) The Division Director may approve the proposed downhole

(2) The Division D1rector may, at hlS discretion, set any admrms&aiwe}y

34 sfe e ofe e

-Page 8-



RULE 309-B ADMINISTRATIVE APPROVAL, LEASE COMMINGLING:

Rule 309-B.A The Division Director shall have the authority to grant an
exception to Rule 309-A to permit the commingling of production from two or more
separate leases in a common tank b tte witheut-netiee-and-hearing provided application
has been filed in FTRIPEICATE triplicate with the Division and is accompanied by plats
of the leases showing thereon the wells on the leases and the formations in which they
are completed, and schematic diagrams of the commingling facility, showing it to be of
an acceptable design in accordance with the Division’s "Manual for the Installation and
Operation of Commingling Facilities”, then current, and provided that:

sesfesiesheske

RULE 509 OIL DISCOVERY ALLOWABLE #

Heofe sfe e sie

(note: the current Rule 509 provides that the Director may approve such an
application in the absence of an objection but fails to provide an obligation on the
applicant to send notice. The following is suggested to cure this error)

509.C(6) The applicant shall send a copy of D1v151on Form C-109 by certified mail
(return receipt) to '

the pool will be pleced on the first available hearing docket for inclusion by the s
its regular pool nomenclature cases. If the staff is not in agreement with the applicant’s

contentxon that a new pool has been dlscovered or 1f I-f—ehe-sfaff—ns—net—m—agwemeﬂt—mﬂ&

Aeaesiesiesie
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RULE 701.C ADMINISTRATIVE APPROVAL
(SALT WATER DISPOSAL WELLS)

(1) If the application is for administrative approval rather than for a hearing, it
must also be accompanied by a copy of a legal publication published by the applicant in
a newspaper of general circulation in the county in which the proposed injection well is
located. (The details required in such legal notice are listed on Side 2 of Form C-108)

evidence of mailing are required under paragraph B(2) above and proof of publication as
required by paragraph C(1) above.

(3) If no objection is received within satd+5-day the 21
a hearing is not otherwise required, the applicaitno may be approved.

period, and

RULE 701.D HEARINGS

(1) If a written objection to any application for administrative approval of an
injection well is filed ¥ith dhe Divisioe Wi o K0 St

JIL,

Ehearmg is required by these rules or deemed advisable by the Division Director, the
application shall be set for hearing and notice thereof given by the Division.

e sfe sfe e sie
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PART N - PROCEDURE

1201 NECESSIY-FOR-HEARING RULEMAKING PROCEEDINGS
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1202 EMERGENCY ORDERS AND RULES

Notwithstanding any other provision of these rules, in ease th nf an emergency
is found to exist by the Division 11 whlch—rn-—rtsjudgement— requires the

1203 MEFHOB-OF INITIATING A HEARING

1203-A The Division en-its—ownmetien, the Attorney General on behalf of the
State and any operator or producer, or any other person having a property interest may

jf Iy for a hearmg l—f—ﬂae—heafmg—rs—seﬂg-ht—by—the-Bmﬂeﬁ‘tHhﬁH

apphcatlon shall be—m—'FRI-PHGA:FE—A-NB—SHAH: state

(1) name of apphcant

() the-nor

fegul&&eﬁ sought; and

) (3) any other matter required by a particular rule —er

attorney

1203.B.
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1204 PUBLICATION OF NOTICE OF HEARING

Notice of each hearing before the Commission and-befere or a Division Examiner
shall be by publication once in accordance with the requirements of NMSA 1978, Chapter

14, Article 11, in a newspaper of general c1rculat10n m the eeunty—er—%eh——ef——&xe
countles' there i e

1205 CONTENTS OF NOTICE OF HEARING

1205.A Published notices shall be issued in the name of "The State of New

Mexico" and shall be signed by the Director of the Division, and the seal of the
Commission shall be impressed thereon.

1205.B The notice shall specify whether the case is set for hearing before the
Commission or befere a Division Examiner and shall state the number and style of the
case and vthe time and place of hearmg and shall brleﬂy state the general nature of the

1206 RESERVED (formerly "PREPARATION OF NOTICES")

-
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1207 ADBFFHONAL-NOTICE-REQUIREMENTS ADJUDICATION PROCEEDIR

1978 as amended or statutory unitization under Section 70-7-1, et seq NVISA 1978,
as amended:

s shall be by certified mail

&ﬁd which shall mclude the followmg

(i1) a map outlining the spacing unit(s) to be pooled showing
the nature and percentage of the ownership interests therein
and location of the proposed well;
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(iii) atstshewing the names and last known address of all

parties to be pooled and the nature and percent of their
interest a . "

(iv) the names of the formations and-er pools to be pooled.
(Note: the Division cannot pool a spacing unit larger in 51ze
than provided in the General Rules or apprepriate ag
special pool rules); |

(v) a statement as to whether the pooled unit is for gas and/or
oil production as-apprepriate (see note under (iv) above);

(vi) written evidence of attempts made to gain voluntary

agreement including but not limited to copies of apprepriate
relevant correspondence;

(vii) apprepriate geological maps(s) of the formation(s) to be
tested and a geological and/er engineering assessment of the
risk involved in the drlllmg of the well and a proposed risk

(viil) proposed overhead charges (combined fixed rates) to be

applied during dnllmg and productlon operations with
a-demonstration—that r such ehanges | § are

reasonable;

‘a

(ix) the location and proposed depth of the well to be drilled
on the pooled unit(s); and,

(x) a copy of the AFE Authorization for Expenditure {" AFE"}
to be submitted to the interest owners in the well.
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| i fhe case and an order will be
d At the request of any mterested

with oral testimony by the apphcant

& (_2) In-eases—of-applicationfor-apprevalof Unorthodox Well Locations:
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ation

* RPC is divided on this requirement. A number of committee members

would delete paragraph (a)(ii)
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6} (3) In-eases-of-applicationsfor-approval-of-any Non-standard Proration Unit:

i to be excluded

the quarter séctmn (for -acre pools or ormatlons) e half section (for
320-acre pools or formations) or the section (for 640-acre pools or
formations) in which the non-standard unit is located and te-each-operater

7 (4) In-the-ease-of-applieationfor-a Adoption of or amendment te-speeiat-poel-rules

RES TS




record, either by .testlmony at—t-he—heafiﬂg or by an affidavit signed by the applica
authorized representative, that‘f.; the notice provisions of this rule $267 have bezn complied
with; that the applicant has conducted a good-faithii diligeqt effort to find the correct

rule. In addition, sueh-certifieate th
each interested person to whom suc
available, a copy of same.

yrd shall contained the names ahd addresses of
otice was sent and, when proof of receipt is
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+20#B- E. Evidence of failure to provide notice as provided in this rule, may,
upon proper showing, be considered cause for reopening the case.

1208 FILING PLEADING: COPY DELIVERED TO ADVERSE PARTY OR PARTIES

(note: based upon LeM'éﬁl Memo dated 4/310/.90)

1210 CONDUCT OF HEARINGS

Hearings before the Commission or Examiner shall be conducted without rigid
formality. A transcript of testimony shall be taken and preserved as part of the

permanent recordfg; of the Division. Any person tesufymg mesneme-ﬁe—a—sabpeem

meﬁen—er—rn—eppeﬁﬂen—thefe-te shall be requ1red to do SO under oath. Howe\«er relevant
unsworn comments and observations of any mterested party will be desxgndted as such




ek ke kg

1212 RULES OF EVIDENCE A

based upon LeMay Memo dated 2/8/90)

ez sk

1220 DE_NOVO HEARING BEFORE COMMISSION AND:.

] .. When any order has been entered by the Division pursuant to any hearing
held by an Examiner, any party of record adversely affected by such order shall have the
right to have such matter or proceeding heard de novo before the Commission, provided
that within thirty (30) days from the date such order is rendered such party files with the
Division a written application for such hearing before-the-Cemmission- If such application
is filed, the matter or proceeding shall be set for hearing gefore the Commission at the

first available hearing date following the expiration of fifteen days from the date such
application was filed with the Division.

(note: based upon Stamets Memo dated 9/23/85)

rendered by the Commission after hearing before the Commission may apply for
rehearmg pursuant to aﬁé-m—aeeefdanee—mfh-—th&pfewm}s—ef Rule 1222 and-said-Rule

soleskofe sk
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