
Docket No. 22-85 

Dockets Nos. 23-85 and 24-85 are t e n t a t i v e l y set tor July 17 and 31, 1985. Applications for hearing must be 
t i l e d at least 22 days i n advance of hearing date. 

DOCKET: COMMISSION HEARING - WEDNESDAY - JULY 10, 1985 

OIL CONSERVATION COMMISSION"- 9 A.M. - MORGAN HALL, 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

CASE 8644: 

CASE 8645: 

CASE 8646: 

CASE 8647: 

-C5SE"8648: 

CASE 8649: 

CASE 8643: In the natter of the hearing called by the O i l Conservation Commission on i t s own motion to amend Rule 
0.1, Rule 1, Rule 2, Rule 3, Rule 7, Rule 709, and Rule 710 to define fresh water and produced water 
and to provide for protection of fresh water. 

In the matter of the hearing called by the O i l Conservation Commission on i t s own motion to promulgate 
a new Rule 8 to provide for the approval of the use of lined p i t s or below grade tanks for disposal or 
storage of produced water and other o i l f i e l d f l u i d s . 

In che matter of the hearing called by the O i l Conservation Commission on i t s own motion to amend Rule 
102 to require a copy of Form C-101 (permit) on location during d r i l l i n g operations and to provide for 
notice to landowners and/or tenants pr i o r to the staking of w e l l locations. 

In the matter of the hearing called by the O i l Conservation Commission on i t s own motion to amend Rules 
108 and 113 to provide for notice of defective casing and for the notice of damage to casing, cement, 
or the formation as a result of w e l l treatment. 

In the matter of the hearing called by the O i l Conservation Commission on i t s own motion to delete Rule 
308 i n order to c l a r i f y tlie need for reporting of small volumes of produced water. 

In the matter of the hearing called by the O i l Conservation Commission on i t s own motion to amend Rule 
_J.11 to provide for operator calculation of maximum bottomhole displacement when the deviation during 
d r i l l i n g averages more than f i v e degrees i n any 500-foot i n t e r v a l . 

In the matter of the hearing called by the O i l Conservation Commission on i t s own motion co amend Rule 
1204 and Rule 1205, to delete present Rule 1206, to renumber and amend Rule 1207, and to promulgate a 
new Rule 1207. The Commission, i n the above-styled cause, seeks to amend I t s rules r e l a t i v e to giving 
notice of hearings and to establish additional notice requirements for applicants for hearings. 

Copies of the proposed rule changes, deletions, and new rules are available at O i l Conservation 
Division o f f i c e s i n Santa Fe, Hobbs, Artesia, and Aztec. 

CASE 5958: (DE NOVO) (This case w i l l be dismissed.) 

Application of Continental O i l Company for downhole commingling, Rio Arriba County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval for the downhole commingling of Gonzales-Mesaverde 
and Otero-Chacra production i n the wellbores of i t s AXI Apache "J" Wells Nos. 18, 23, and 24 locaced 
i n Units A, D, and P of Section 8; Nos. 19 and 22 i n Units D and L,.of Section 6; Nos. 20 and 21 i n 
Units C and I of Section 5; and No. 25 i n Unit A of Section 7, a l l i n Township 25 North, Range 5 West. 
Upon application of Conoco Inc. t h i s case w i l l be heard De Novo pursuant to the provisions of Rule 1220. 

CASE 8400: (Continued from June 12, 1985, Commission Hearing) 

Application of Jack J. Grynberg for amendment of Division Order No. R-6873, Chaves County, New Mexico. 
Applicant, i n the above-styled cause, seeks the amendment of Division Order No. R-6873 to 1) declare 
the applicant to be the operator of said Order's subject w e l l and u n i t , 2) allow for the d r i l l i n g of 
a second PrePermian well on the established 320-acre proration unit and 3) the establishment of r i s k 
factor and overhead charges for the new we l l . 

CASE 8604: (Continued from June 5, 1985, Examiner Hearing) 

Application of HCW Exploration, Inc. for compulsory pooling and a non-standard gas proration u n i t , 
Lea County, New Mexico. Applicant, i n the above-styled cause, seeks an order pooling a l l mineral 
interests from the surface to the base of the Jalmat Gas Pool, underlying the SE/4 of Section 27, 
Township 23 South, Range 36 East, forming a 160-acre non-standard gas proration unit to be dedicated 
to a well to be d r i l l e d at a standard location thereon. Also to be considered w i l l be the cost of 
d r i l l i n g and completing said well and the all o c a t i o n of the cost thereof as well as actual operating 
costs and charges for supervision, designation of applicant as operator of the well and a charge for 
r i s k involved i n d r i l l i n g said w e l l . 
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CASE 8605: (Continued from June 5, 1985, Examiner Hearing) 

Application of Doyle Hartman to rescind Division Order No. R-3690, Lea County, New Mexico. 
Applicanc, i n the above-styled cause, seeks to rescind Division Order No. R-3690 which authorized 
the disposal of produced water into the Seven Rivers formation through the Etz Well No. 3 located 
330 feet from the South l i n e and 1650 feet from che West l i n e of Section 27, Township 23 Souch, 
Range 36 East, Jalmat Gas Pool, i n which HCW Exploration, Inc. is the operator. 

CASE 3594: (Continued from June 5, 1985, Examiner Hearing) 

Application of Doyle Hartman for compulsory pooling, a non-standard gas proration u n i t , and an 
unorthodox gas well location, Lea County, New Mexico. Applicant, i n the above-styled cause, seeks 
an order pooling a l l mineral interests from the surface to the base of the Jalmat Gas Pool under
l y i n g the SE/4 of Section 27, Township 23 South, Range 36 East, forming a 160-acre spacing and 
proration u n i t , to be dedicated to a we l l to be d r i l l e d 660 feet from the South l i n e and 330 feet 
from the East l i n e of said Section 27. Applicant further seeks approval for a 160-acre non-standard 
Jalmat Gas Pool spacing and proration unit comprising said SE/4 of Section 27 also to be dedicated 
to the aforementioned well which i s an unorthodox gas well location i n the Jalmat Gas Pool. Also 
Co be considered w i l l be the cost of d r i l l i n g and completing said well and the al l o c a t i o n of the 
cost thereof as well as actual operating costs and charges for supervision, designation of applicant 
as operator of the well and a charge for r i s k involved i n d r i l l i n g said w e l l . 

CASE 8323: (DE NOVO) 

Application of Blanco Engineering, Inc. for s a l t water disposal, Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks authority to dispose of produced sa l t water into che 
Atoka Penn formation i n the perforated i n t e r v a l from 9,094 feet to 9,116 feet i n i t s Pan American 
F l i n t Gas Com Well No. 1 located i n Section 22, Township 18 South, Range 26 East. 
Upon application of Yates Petroleum Corporation t h i s case w i l l be heard De Novo pursuant to the 
provisions of Rule 1220. 



PROPOSED RULE ADDITIONS AND AMENDMENTS 

RULE 0.1 DEFINITIONS 

A d d i t i o n a l D e f i n i t i o n s 

FRESH WATER (to be protected) includes a l l surface waters and includes a l l underground 
waters containing 10,000 mi l l i g r a m s -per l i t e r or less of t o t a l dissolved s o l i d s except 
f o r which, a f t e r notice and hearing, i t i s found there i s no reasonably foreseeable 
b e n e f i c i a l use which would be impaired by contamination of such waters. 

PRODUCED WATER s h a l l mean those waters produced i n conjunction w i t h the production of 
crude o i l and/or n a t u r a l gas and commonly c o l l e c t e d a t f i e l d storage, processing, or 
disposal f a c i l i t i e s i n c l u d i n g but not l i m i t e d t o : lease tanks, commingled tank 
b a t t e r i e s , burn p i t s , LACT u n i t s , and community or lease s a l t water disposal systems and 
which may be c o l l e c t e d a t gas processing p l a n t s , p i p e l i n e d r i p s and other processing or 
t r a n s p o r t a t i o n f a c i l i t i e s . 

B - MISCELLANEOUS RULES 

RULE 1. SCOPE OF RULES AND REGULATIONS 

(a) The f o l l o w i n g General Rules of statewide a p p l i c a t i o n have been adopted by the 
O i l Conservation D i v i s i o n of the New Mexico Energy and Minerals Department to conserve 
the n a t u r a l resources of the State of New Mexico, to prevent waste, [and] to p r o t e c t 
c o r r e l a t i v e r i g h t s of a l l owners of crude o i l and n a t u r a l gas, and to p r o t e c t fresh 
waters. Special r u l e s , r egulations and orders have been and w i l l be issued when 
required and s h a l l p r e v a i l as against General Rules, Regulations and Orders i f i n 
c o n f l i c t t h e r e w i t h . However, whenever these General Rules do not 
c o n f l i c t w i t h special r u l e s heretofore or her e a f t e r adopted, these General Rules s h a l l 
apply. 

(b) The D i v i s i o n may grant exceptions to these r u l e s a f t e r n o t i c e and hearing, 
when the gra n t i n g of such exceptions w i l l not r e s u l t i n waste but w i l l p r o t e c t 
c o r r e l a t i v e r i g h t s or prevent undue hardship. 

RULE 2. ENFORCEMENT OF LAWS, RULES AND REGULATIONS DEALING WITH CONSERVATION OF OIL AND 
GAS 

The D i v i s i o n , i t s agents, representatives and employees are charged w i t h the duty 
and o b l i g a t i o n of enforcing a l l rules and stat u t e s of the State of New Mexico r e l a t i n g 
to the conservation of o i l and gas, i n c l u d i n g the r e l a t e d p r o t e c t i o n of fresh waters. 
However, i t s h a l l be the r e s p o n s i b i l i t y of a l l the owners or operators t o obtain 
information p e r t a i n i n g t o the r e g u l a t i o n of o i l and gas and p r o t e c t i o n of fresh waters 
before operations have begun. 

RULE 3. WASTE PROHIBITED/ GENERAL OPERATIONS 

(a) The production or handling of crude petroleum o i l or n a t u r a l gas of any type 
or i n any form, or the handling of products thereof, i n such a manner or under such 
conditions or i n such amount as to c o n s t i t u t e or r e s u l t i n waste i s hereby p r o h i b i t e d . 

(b) A l l operators, c o n t r a c t o r s , d r i l l e r s , c a r r i e r s , gas d i s t r i b u t o r s , service 
companies, pipe p u l l i n g and salvaging c o n t r a c t o r s , t r e a t i n g p l a n t operators or other 
persons s h a l l at a l l times conduct t h e i r operations i n or r e l a t e d to the d r i l l i n g , 
equipping, operating, producing, plugging and abandonment of [and gao w e l l a j o i l , gas, 
i n j e c t i o n , d isposal, and storage w e l l s or other f a c i l i t i e s i n a manner t h a t w i l l prevent 
waste of o i l and gas, the contamination of fresh waters and s h a l l not w a s t e f u l l y u t i l i z e 
o i l or gas, or allow e i t h e r to leak or escape from a n a t u r a l r e s e r v o i r , or from w e l l s , 
tanks, containers, pipe or other storage, conduit or operating equipment. 

RULE 7. AUTHORITY TO COOPERATE WITH OTHER AGENCIES 

The D i v i s i o n may from time to time enter i n t o arrangements w i t h State and Federal 
governmental agencies, i n d u s t r y committees and i n d i v i d u a l s , w i t h respect to special 
p r o j e c t s , services and studies r e l a t i n g to conservation of o i l and gas and the 
associated p r o t e c t i o n of fresh waters. 



RULE 308. [SALT OP. SULPHUR WATER) 

[Oporatcrc s h a l l -8pr,rt rnrnrHy r i gnnri C-115—ttha amcrnt of narmnrfigp 
sulphur wo, tag pgocucd 'ifith the o i l by oaoh w o l l ma It in? 2 peccant oc mtrra water. ] 

RULE 709. REMOVAL OF PRODUCED WATER FROM LEASES AND FIELD FACILITIES 

[-fa-i ''Produced Water"—ia defined ao those watoro produood i n conjunction w i t h the 
~r - i i i nt inn i f i r n i i r n i l—and/or n a t u r a l gas ani lerwnonly crcllactod at f i e l d — s t o r a g e or 
Jispufadl r d u i l i t i e b i f l c l u d i u y . leaae tanks,—commingled tank battorioG,—burn p i t a , LAG" 
units,—and community or ioaco s a l t water disposal systems.)] 

[ lb) ] (a) Transportation of any produced water by motor v e h i c l e from any lease, 
c o n t r a l tank b a t t e r y , or other f a c i l i t y , without an approved Form C-13 3 (Authorization 
to Move Produced Water) i s p r o h i b i t e d . 

[+e-H (b) A u t h o r i z a t i o n to tr a n s p o r t produced water may be obtained by f i l i n g 
three copies of Form C-133 w i t h the D i r e c t o r of the D i v i s i o n i n Santa Fe. 

[-feH-] (c) No owner or operator s h a l l permit produced water t o be removed from i t 
leases or f i e l d f a c i l i t i e s by motor v e h i c l e except by a person possessing an approved 
Form C-133. 

RULE 710. DISPOSITION OF [TRAMSBORTSP] PRODUCED WATER 

(a) No person, i n c l u d i n g any t r a n s p o r t e r , may dispose of [such] produced water on 
the surface of the ground, or i n any p i t , pond, lake, depression, draw, streambed, or 
arroyo, or i n any watercourse, or i n any other place [ o r ] i n any manner which w i l l 
c o n s t i t u t e a hazard to any fre s h water supplies. 

Delivery of produced water t o approved s a l t water disposal f a c i l i t i e s , secondary 
recovery or pressure maintenance i n j e c t i o n f a c i l i t i e s , or t o a d r i l l s i t e f o r use i n 
d r i l l i n g f l u i d w i l l not be construed as c o n s t i t u t i n g a hazard to fre s h water supplies 
provided the produced waters are placed i n tanks or other impermeable storage a t such 
f a c i l i t i e s . 

(b) The supervisor of the appropriate d i s t r i c t o f f i c e of the D i v i s i o n may grant 
temporary exceptions to paragraph (a) above f o r emergency s i t u a t i o n s and f o r use of 
produced water i n road c o n s t r u c t i o n or maintenance or f o r use of produced waters f o r 
other c o n s t r u c t i o n purposes upon request and a proper showing by a holder of an approved 
Form C-133 (Au t h o r i z a t i o n to Move Produced Water). 

(c) Vehicular movement or d i s p o s i t i o n of produced water i n any manner contrary to 
these r u l e s s h a l l be considered cause, a f t e r notice and hearing, f o r c a n c e l l a t i o n of 
Form C-133. 

N - RULES ON PROCEDURE 

RULE 1204. METHOD OF GIVING LEGAL NOTICE FOR HEARING 

Notice of each hearing before the Commission and notice of each hearing before a 
Di v i s i o n Examiner s h a l l be [givan by personal—service—on— t h e—parson a f f e c t e d or] by 
pu b l i c a t i o n once i n a newspaper of general c i r c u l a t i o n published at Santa Fe, New 
Mexico, and once i n a newspaper of general c i r c u l a t i o n published i n the county or each 
of the counties, i f there be more than one, i n which any land, o i l , or gas, or other 
property which may be a f f e c t e d i s s i t u a t e d . 

RULE 1205 CONTENTS OF NOTICE OF HEARING 

[Such t w t i c a ] Published notices s h a l l be issued i n the name of "The State of New 
Mexico" and s h a l l be signed by the Di r e c t o r of the D i v i s i o n , and the seal of the 
Commission s h a l l be impressed thereon. 

The notice s h a l l specify whether the case i s set f o r hearing before the Commission 
or before a D i v i s i o n Examiner and s h a l l state the number and s t y l e c f the case and the 
time and place of hearing and s h a l l b r i e f l y state the general nature of the order or 
orders, r u l e or r u l e s , r e g u l a t i o n or regulations to be promulgated or e f f e c t e d . The 
notice s h a l l also state the name of the p e t i t i o n e r or a p p l i c a n t , i f any, and unless the 



contemplated order, r u l e , or r e g u l a t i o n i s intended to apply to and a f f e c t the e n t i r e 
s t a t e , i t s h a l l specify or generally describe the common source or sources Of supply 
which may be a f f e c t e d by such order, r u l e , or r e g u l a t i o n . 

[RULE iuG6. PERSCOT.L GSnVICE OF NOTICE 

Pogaonal oorvioo of tho notioo of hoaring may bo mado ay any agent of -tha D i v i s i o n 
or b y any per. •on over tho ago •&4— 

i l 
4-3—yoara———camo manner ae—is provided by—«tw—i-s-e— 

cc c h a l l the 

an malting poroonal oorvioo of the pub l i she r o i tine r.awsmapac i n which p u b l i c a t i o n 
i a hadi Corvioo of tho notioo o h a l l bo mado at loact 10 days bofore tho hoaring•] 

RULE [1207] 1206. PREPARATION OF NOTICES 

A f t e r a motion or a p p l i c a t i o n i s f i l e d w i t h the D i v i s i o n the n o t i c e [or notiooo] 
required Under Rule 1205 s h a l l be prepared by the D i v i s i o n and [aorviec and] p u b l i c a t i o n 
thereof s h a l l be taken care of by the D i v i s i o n without cost to the a p p l i c a n t . 

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS (New Rule A l t e r n a t i v e No. 1) 

(a) Each applicant f o r hearing before the D i v i s i o n or Commission s h a l l give 
a d d i t i o n a l notice as set f o r t h below: 

1. I n cases of a p p l i c a t i o n s f i l e d f o r compulsory pooling under Section 70-2-17 
NMSA 1978, as amended, or s t a t u t o r y u n i t i z a t i o n under Section 70-7-1, e t . seq. 
NMSA 1978, as amended: Actual notice s h a l l be given to each known i n d i v i d u a l 
owning an uncommitted leasehold i n t e r e s t , an unleased and uncommitted mineral 
i n t e r e s t , or r o y a l t y i n t e r e s t not subject to a pooling or u n i t i z a t i o n clause 
i n the lands a f f e c t e d by such a p p l i c a t i o n which i n t e r e s t must be committed and 
has not been v o l u n t a r i l y committed to the area proposed to be pooled or 
u n i t i z e d . Such i n d i v i d u a l n o t i c e i n compulsory pooling or s t a t u t o r y 
u n i t i z a t i o n cases s h a l l be by c e r t i f i e d mail ( r e t u r n r e c e i p t requested). 

2. I n cases of a p p l i c a t i o n s f o r hearing f o r approval of unorthodox w e l l 
l o c a t i o n s : 

Actual n o t i c e s h a l l be given t o any o f f s e t operator i n those a d j o i n i n g 
spacing/proration u n i t s of the same size t h a t i s adversely a f f e c t e d by the 
proposed unorthodox l o c a t i o n , or any potash operator i n an a d j o i n i n g p r o r a t i o n 
or spacing u n i t i n the R - l l l - A area provided the subject w e l l be closer to 
t h a t potash operator than the closest standard l o c a t i o n allows. Such n c t i c e 
s h a l l be given by c e r t i f i e d mail ( r e t u r n r e c e i p t requested). 

3. I n the case of a p p l i c a t i o n s f o r the approval of any non-standard p r o r a t i c n 
u n i t : 

Actual notice s h a l l be given t o a l l operators owning a leasehold i n t e r e s t to 
be excluded from the p r o r a t i o n u n i t i n the quarter-quarter section ( f o r 
40-acre pools or formations), the quarter section ( f o r 160-acre pools cr 
formations)' the h a l f section ( f o r 320-acre pools or formations) , or i n the 
section ( f o r 640-acre pools or formations) i n which the non-standard u n i t i s 
located and to each operator on any p r o r a t i o n u n i t , i f there be such, or t r a c t 
which adjoins or corners such quarter-quarter, quarter, h a l f , or whole 
section. Such notice s h a l l be by c e r t i f i e d mail ( r e t u r n r e c e i p t requested). 

4. I n the case of a p p l i c a t i o n s f o r adoption o f , or amendment of , special pool 
r u l e s : 

Actual n o t i c e s h a l l be given t o a l l operators w i t h i n the e x i s t i n g , or proposed 
pool boundaries and those of operators w i t h i n one (1) mile of such boundaries. 
Such notice may be provided by regular mail. 

5. In the case of a p p l i c a t i o n s to amend R - l l l - A , the Potash-Oil Area and Special 
Rules, a c t u a l notice s h a l l be given to any a f f e c t e d potash operator or o i l or 
gas operator or owner. Such noti c e s h a l l be provided by c e r t i f i e d mail 
( r e t u r n r e c e i p t requested). 

6. In the case of a p p l i c a t i o n s f o r approval of downhole commingling of the 
product of m u l t i p l e formations: Actual notice s h a l l be given to a l l o f f s e t 
operators. Such notice s h a l l be provided by regular m a i l . 

In the case of any other a p p l i c a t i o n which may diminish or adversely a f f e c t 



r o y a l t y i n t e r e s t s : Actual notice s h a l l be given to the applicant's r o y a l t y 
i n t e r e s t owners immediately a f f e c t e d . Such notice s h a l l be provided bv 
c e r t i f i e d mail ( r e t u r n r e c e i p t requested). 

At each hearing, the applicant s h a l l cause to be made a matter of record, 
e i t h e r by testimony at the hearing or by an a f f i d a v i t signed by applicant or 
i t s authorized r e p r e s e n t a t i v e , t h a t the notic e provisions of t h i s Rule 1207 
have been complied w i t h , t h a t a p p l i c a n t has conducted a good-faith d i l i g e n t 
e f f o r t to f i n d the c o r r e c t address of a l l i n t e r e s t e d persons e n t i t l e d to 
receive n o t i c e , and t h a t pursuant to Rule 1207, n o t i c e has been given at t h a t 
c o r r e c t address as provided by r u l e . I n a d d i t i o n , such c e r t i f i c a t e s h a l l 
contain the name and address of each i n t e r e s t e d person t o whom such notice was 
sent and, where proof of r e c e i p t i s a v a i l a b l e , a copy of same. 

Evidence of f a i l u r e t o provide notice as provided i n t h i s r u l e may, upon a 
proper showing, be considered cause f o r reopening the case. 

(b) Any notic e required by t h i s r u l e s h a l l be to the l a s t known address of the 
party to whom notice i s to be given a t l e a s t 20 days p r i o r t o the date of hearing of the 
a p p l i c a t i o n . 

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS .(New Rule A l t e r n a t i v e No. 2) 

Each applicant f o r hearing before the D i v i s i o n or Commission s h a l l give a d d i t i o n a l 
notice t o any party expected t o be adversely a f f e c t e d by gr a n t i n g of the a p p l i c a t i o n , 
any party whose i n t e r e s t would be pooled t o form a spacing or p r o r a t i o n u n i t , and any c f 
applicant's r o y a l t y owners immediately a f f e c t e d by the g r a n t i n g of the a p p l i c a t i o n . 

The n o t i c e required by t h i s r u l e s h a l l be mailed a t l e a s t 20 days p r i o r to the date 
of the hearing on the a p p l i c a t i o n . 

At each hearing, the applicant s h a l l cause to be made a matter of record, e i t h e r by 
testimony or by an a f f i d a v i t signed by the app l i c a n t or i t s authorized r e p r e s e n t a t i v e , 
the method used i n determining the p a r t i e s who received the a d d i t i o n a l n o t i c e required 
by t h i s r u l e , the names and addresses of a l l such p a r t i e s and a statement or proof t h a t 
a good f a i t h e f f o r t has been made t o n o t i f y such p a r t i e s of the purpose of the 
a p p l i c a t i o n and the date and time of the hearing. 

Evidence of f a i l u r e t o provide n o t i c e as provided i n t h i s r u l e may, upon a proper 
showing, be considered cause f o r reopening the case. 


