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TESTIMONY OF DANIEL SANCHEZ

My name is Daniel Sanchez.

Since November 22, 2004, I have been the Compliance and Enforcement
Manager of the Oil Conservation Division (OCD) of the Energy, Minerals, and Natural
Resources Department (EMNRD).

My duties as Compliance and Enforcement Manager include supervising the four '
district éft'ices of the OCD and the Environmental Bureau of the OCD, and overseeing
the enforcement and compliance actions of the QCD.

I am also the Program Director for the Environmental Protection Agency’s
(“EPA”) underground injection control program.

My testimony in Case 14255 will address:

() The history of oil and gas development in Santa VFe County and the

Galisteo Basin; and
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2) The development of the proposed rules for Santa Fe County and the
Galisteo Basin.

HISTORY OF OIL AND GAS DEVELOPMENT
IN SANTA FE COUNTY AND THE GALISTEQO BASIN

The OCD’s records in its RBDMS (Risk Based Data Managemént System)
datébase show 32 wells drilled in Santa Fe Coﬁnly and thé Galisteo Basin. All of the 32
Weils have been plugged except for one: the Black Ferrell #001, API 30-049-20022.
OCD Ex. 5 is a list identifying the 32 wells. The first page of Ex. 5 was gehe‘rated by a
search of RBDMS records for wélls in Santa Fe County. The second page of Ex. 5 was;
generated by a search of RBDMS records fdr those townships and ranges in Sandoval and
San Migﬁel Countiés that are included in the Galisteo Basin.v OCD Ex. 6 is a map
shoWing the well locations. It was prepared using the ]atifude and longitude for each of
the 32 identified wells. Sbme_of the wells are locqted close together. Because of the
scale of thbe map, éome of the orange. dots reflect the location of more than one well.’

The Black Ferrell #001 was drilled in 1984-1985 by Black Oil Inc. OCD Ex. 7 is

~a copy of the C-104, Requesi ﬁ)r Allowable and Authorization to Transport Oil and '

Natural Gas, from the OCD well file for the Blapk Ferrell #001 showing when it was
drilled by Black Oil Inc. OCD records show that the Black Ferrell #001 has reported
productioﬁ of approximately 880 barrels of oil. OCD Ex. 8 is a summary.of .repoi‘ted
production of o‘ili, gas and water, to dgte, from the Black Ferrell #001. The Black Ferrg:ll
#601 is not currently reporting production.

No infrastrﬁcture currently exists in Santa Fe Couhty té support oil and gas
production 'i_n the county, such as waste disposal facilities, transportation pipelines, -or

downstream facilities.
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‘Tecton Energy, LLC, OGRID 240497, became operator of record of the Black
Ferrell #001 September 1, 2006. In December 2007 Tecton Energy, LLC filed three
applications for permits to drill (APDs) for wells to be located in the Santa Fe County.
OCD Exs. 9, 10 and 11 are the applications filed' by Tecton Energy, LLC. The orange
diamonds on Ex. 5 show the proposéd locations for the Tecton Energy, LLC wells.

Tecton Energy Operating, LLC, OGRID 261973, became operator of record for
the well August 26, 2008, taking over from Tecton Energy, LLC. OCD Ex. 12 shows
the forms from the OCD well file for the Black Ferrell #001 on the operator change.

The Black Ferrell #001 and the three proposed wells are located in the Galisteo
Basin. The Galisteo Basin is defined as the surface water drainage area for the Galisteo

River. The Galisteo Basin is located in the south half of Santa Fe County, with s_mall

portions of the basin extending into San Miguel County to the east, and Sandoval County

to the west. OCD Ex. 13 is a map of the Galisteo Surface Water Drainage Boundary.
The filing of applications for permits to drill wells in the Galisteo Basin triggered
public concern throughout Santa Fe County. On November 27, 2007, Santa Fe County
adopted Ordinance No. 2007-14, placing a moratorium on the acceptance énd processing
of applicaﬁon; to drill an oil or gas well for p period of three months, or until thg 28" day
of February 2008. OCD Ex. 14 is a copy of Ordinance No. 2007-004. Santa Fe County
subsequently issued Ordinance No. 2008-03 on February 27, 2008, extending the
moratorium Llﬁti] February 27, 2009, with a possible extension for sixl additional months.
OCD Ex. 15 is a copy of Ordinance No. 2008-03. Since enacting the ordinances, Santa
Fe Coﬁnty has scheduled public meeﬁngs, hired consultants, drafted a proposed regulator

ordinance. governing oil and gas drilling, and drafted oil and gas specific amendments to
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the cbunty general plan. OCD Ex. 16 is a page from thé Santa Fe County website. |
summafizing the county’s public méetiﬁg schedule on the oil and gas drilling ordinance.
OCD Ex. 17 is a page from the Santa Fe County website summarizing the county’s
actions on the oil and gas regulatory ordinance and the améndments to the county general
plan. The Santa Fe County anrd of County Commissioners is currently scheduled to
hear the proposed oil and gas ordinance on December 9, 2008.
DEVELOPMENT OF THE PROPOSED RULES

On January 24, 2008,iG0vemor Bill Richardson issued Execﬁtive Order 2008.—‘
004, “Imposing a ‘Six Month Moratofium on New Oii and Gas Dlr‘illinzvg,r in Santa Fe‘
County and the Galisteo Basin.” OCD Ex. 18 is a copy of Executive Order 2008-004.

Executive Order 2008-004" directed the OCD to temporarily suspend the

- processing and granting of applications for permits to drill (APDs) in Santa Fe County

and the Galisteo Basin, and directed the Energy, Minerals and Natural Resources
Department (EMNRD) t/o coordinate with other executive agencies in assessing existing
laws, regulations, policies and planning docu’meﬁts to énsure that the State of New
Mexico »kllas fL!llyAand appropriately exercised its policevpowersv to eﬁsure that no oil and -
gas drilling activity occurs in the Santa Fé Céunty and the. Galisteq Basin 'thvat would be
contrary to thé interesﬁ of the State of New Mexico and its citizens. |

Executive Order 2008-004 directed the executive agencies to work witbh other
governmental entities; including affected tribal governments, and to receive and evaluate
input f.rom the public.

Executive Order 2008-004 further directed the executive agencies to report their

findings to the Office of the Governor and to the Secretary of EMNRD by June 24, 2008.

Case No. 14255
Testimony of Daniel Sanchez
Page 4 of 7



104
105
106

107

116
117

118

In response to Executive Order 2008-004, participating executive agencies hosted
an open house on March 29, 2008 at the Santa Fe Community College. The agencies
provided notice of the event through local newspapers and posted notice of the meeting
on EMNRD’s website. [ participated in providing the notice, and participated in the open
house itself.

The open house format allowed the publié to visit with each agency and provide
comments, ask questions, and obtain general information about the agency. The
following agencies staffed the open house: EMNRD, Office of the State Engineer (OSE),
New Mexico Environment Department (NMED), Department of Gam_é & Fish, -
Department of Cultural Affaires (DCA), Department of Indian Affairs (IAD), Department
of Tourism, Department of Health, and Dep‘artment of Agriculture.

Public comments were accepted until April 17, 2008. A total of 671 written
comments were received by the particiioating agencies including 126 written comments
submitted to OCD/EMNRD. OCD Ex. 19 is a copy of the comments received by
OCD/EMNRD.

On June 24, 2008 the agencies submitted the Report on the Galisteo Basin, which
includes individual reports and_ recommendations from EMNRD, TAD, NMED, OSE, .
DCA, the Department of Game and Fish, the Department of Health, the Department of
Tourism, and the Department of Agriculture. OCD Ex. 20 is a copy of the Report on the
Galisteo Basin released by the Office of the Governor. |

The report highlighted areas of concern, including but not limited to the impact of

oil and gas development activities on: water resources, human health and the

environment; the discovered and undiscovered. archaeological sites in the area; tribal
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cultural practices in the Galisteo Basin; and other land uses including residential uses,
ranching and tourism.

EMNRD’s recommendations focused on actions that could be taken by. the
Division, acting within its statutory authority to protect fresh water, and to protect human
health and the environment from the adverse effects of oilfield waste. - See pages 23-26 of
OCD Ex. 20. Those recommendations included adopting rules:

(a) Allowing the OCD to evaluate and permit by area, rather than by

individual project, so that the Division can better address the cumulative

impact of development; '

(b)  Providing for notice and public input on applications;

(¢) Allowing for increased participation from relevant governmental

entities, including sister agencies and divisions, local governmental

entities, and tribes, pueblos and nations; '

(d) Addressing needs specific to the Galisteo Basin, with the focus on
1dentifying, delineating and protecting fresh water sources.

On July [4, 2008, Governor Richardson issued Executive ‘Order 2008-038, '

-, “Extending the Moratorium on New Oil and Gas Drilling in Santa Fe County and the

‘Galisteo Basin> OCD Ex. 21 is a copy of Executive Order 2008-038.

Exécutive Order 2008-038 extended the moratorium by Six additionél months,
until January 24, 2009, and directed the execuﬁve agencies that participatéd in preparing
the Report o‘n fhé Galisteo Basin to take speéiﬁc actions.

| Executive Order 2008-038 directed the OCD as follows:‘

“The Oil Conservation Division shall investigate and begin drafting, if
appropriate, rules, regulations and statutory changes, including but not
limited to permitting by area, the allowance of notice and public input for
all applications for permits to drill, and the adoption of special rules
concerning the Galisteo Basin, all in an effort to protect this fragile and
_ecologically sensitive area.”
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I, Daniel Sanchez, swear that the foregoing is true and correct.

i —

/(/

Damel Sanchez
Compliance and Enforcement Manager
Oil Conservation Division

Subscribed and sworn to before me this 2 day Otg&y% by Daniel Sanchez.

I =W

Notary Public {fi//

My commission expires:

/“’ 07“ o5
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR ADOPTION OF
AN AMENDMENT TO 19.15.39 NMAC ADDING NEW SECTIONS TO BE
CODIFIED AT 19.15.39.9 AND 19.15.39.10 NMAC ADDRESSING SPECIAL
PROVISIONS FOR SANTA FE COUNTY AND THE GALISTEO BASIN; SANTA
FE, SANDOVAL AND SAN MIGUEL COUNTIES.

CASE NO. 14255

TESTIMONY OF BRAD A. JONES

My name is Brad A. Jones. I have been an environmental engineer with the Oil
Conservation Division’s Environmental Bureau since July 2006. My primary duties
include the review of permit applications, permit modifications, and closure plans under
Part 17 (the pit rule) and Part 36 (the surface waste management rule); review of ground
Wéter and hydrostatic test discharge permit applications, modifications, and renewals
under the Oil and Gas Act and Water Quality Control Commission regulations; and
training and outreach on Part 17, Part 36 and discharge permits. Currently, my focus has
been in the creation of rules and policies and training staff, operators, consultants, and the
public of the implementation of new rules.

I hold a Bachelor of Science degree in Environmental Health Science from the
University of Georgia. I have over 10 years of environmental regulatory experience,
mainly as a regulator but also some in industry. Prior to joining the Oil Conservation
Division (OCD) I worked as an Environmental Specialist in the Solid Waste Bureau —
Permit Section of the New Mexico Environment Department for approximately four

years. In that capacity I was involved in the permitting of landfills, solid waste facilities.

Case 14255
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I also oversaw ground Water monitoring programs and investigations for those facilities.
Prior to that I worked as an Environmental Specialist [ in the Florida Departmént of
Health, where I designed, perrhitted, inspected and approved on-site sewage systems. For
a short period, I also worked as an Environmental Scientist for Redemption

Environmental, Inc., a small consulting firm in Tampa, Florida where I performed site

_investigations, remediation programs, and cleanups of underground storage tank

contamination sites. I have also worked as an Environmental Health Specialist II for the
Island Cbunty Health Department in Coupeville, Washington, under a state granted
funded position that involved overseeing solid waste programs, voluntary cleanup
programs, investigations of contaminated sites, and the cleanup of rﬂeth lab sites. 1 have
also worked as an Environmental Specialist I at the Florida Departmént of Health where 1
oversaw the implementation of several environmental programs.

I have testified before the Oil Conservation Commission (OCC) as an expert in
environmental }engineering and environmental regulation iﬁ Case 14015 adopting Part 17.
I have testified before the New Mexico Environmental Improvement Board as a techniclal'
expert witness for the state in Case EIB 05-07 (R), Replacement to 20.9.1 NMAC, Solid
Waste Manégemént Regulations. I have also testified on the behalf of the State of New
Mexico as a technical expert in two permit hearing regarding solid waste facilities; SWB
05-06 (P) - In the Matter of the Application of the City of Tuéumcari for a Solid Waste -
Management Facility Permit for the Tucumcari Landfill and SWB 02-09 (M) - In the
Matter of the Application of the County of McKinley for a Modification to the Shith

Lake (Thoreau) Landfill Permit.

Case 14255
Written Testimony of Brad A. Jones
Page 2 of 32




55

56
57
58
" 59
60
61
62
63
64
65
66
67

68
69
70
71
72
73
74
75

76

My testimony will be a complete overview the proposed amendment to 19.15.39
NMAC and the proposed modifications filed by the OCD on November 24, 2008. OCD
Exhibit 22 is a redlined version of the proposed amendment,Ashowing the OCD’s
modifications. The following technical provisions in the proposed amendment will be
addressed in greater detail by Division witnesses Glenn von Gonten and Will Jones:
Subparagraphs 1-8 of Subsection B of 19.15.39.9 NMAC, and Subparagraphs 3-8 of
Subsection B of 19.15.39.10 NMAC.

OVERVIEW OF THE PROPOSED RULES

The OCD proposes to amend Part 39, “Special Rules,” to add two sections that
will apply to Santa Fe County and the Galisteo Basin.

Section 9: Exploration and Development Plans

Proposed Section 9 requires operators to obtain OCD approval of an exploration
and development plan prior to applying for a permit to drill, re-enter or deepen a well
within Santa Fe County or the Galisteo Basin. To apply for approval, the operator must
submit a plan defining the area covered by the plan, describing the operator’s proposed
development of the area, and providing information that will help the OCD determine if
approval of the plan will be consistent with its statutory mandates to prevent waste,
protect correlative rights, and protect fresh water, human health and the environment. In
addition, the operator must provide proposed drilling and mud programs, and plans for
installing monitor wells, managing waste, minimizing pad size, and addressing releases.
If applicable, the operator will also be required to provide its plan for mitigating its

impact on cultural resources.
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The OCD will perform a preliminary review of the application for administrative
completeness to determine if it contains all of the required elements. Administratively

complete plans will be set for public hearing. The operator will be required to publish a

'legal notice, and provide public notice to interested parties. The public will have an

opportunity to submit written comments on the proposed plan and will be able to
participate in the hearing process.

The OCD will approve an exploration and development plan only if the operator
has provided the information required by the rule, satisfied the notice requirements, is in '
compliance with certain OCD rules, and if the OCD detérmines that approval of the plan
will prevent waste, protect correlative rights, protect fresh water, and protect humlan
health and the environment. The OCD may impose conditiohs on the plan if it
determines those conditions are necessary to ensure that the plan will prevent waste,
protect correlative rights, protect fresh water and protect human health and the
environment. The OCD may approve a plan for a period not to exceed five years, and
may renew a plan for additional periods not to exceed five years.

Once fhe opefator obtains an approved plan, it may apply for permits to drill, re-
enter or deepen wells covered by the plan through the established OCD permitting
process. The operator will also need to follow permitting process of the applicable OCD
rules for obtaining any other permits necessary for its operations, such as a permit for a
closed-loop system, injectidn wells, and surface waste management facilities. It is
irhportant to understand that an approved plan is not a substitute for any applic.able permit

process.
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If the operator wants to expand the area covered by the plan, increase the number
or change the locations of wells and related facilities identified in the plan, or change the
terms of the proposed plan, it must apply for an amendment. In its application, it will
need to update the information it previously provided, and identify the specific changes it
proposes to the plan. The operator will be required to publish a legal notice of the
amendment, and provide public notice. The public will have the opportunity to give
written comments on the amendment, and request a public hearing. The OCD may set
the matter for public hearing. If it does so, the operator will be required to publish a legal
notice and provide public notice that provides the appropriate information regarding the
hearing. The application for amendment will be evaluated using the same standards
applicable to an initial application.

Because the OCD may approve a plan for a period not to exceed five years, the
operator will need to apply for renewal at least every five years. The operator may
combine an application for amendment with an application for renewal. In other words,
if an operator is applying for an amendment, it may at the same time request that its plan
be. renewed to a date no more than five years from the date of the amendment. The
application process for renewal is the same as the process for an amendment: the operator
must update its application information, provide legal notice, and publish public notice
that provides instructions for public comment and requests for a public hearing, if
applicable. The OCD may set the matter for hearing. The application will be evaluated
using the same standards applicable to an initial application.

If the plan expires and the operator has not filed for renewal, the operator must

shut in the wells covered by the plan. If the operator violates the terms of the plan, or is
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in violation of certain other OCD rules, the OCD may — after notice and hearing — order

the operator to shut in thé wells covered by the plan.

Section 9 provides a process for replacing an exploration and development plan
with a’ special pool order. An operator may not apply for réplacement uﬁtil if has
operated wells under its plan for at leést 5 years. It may then apbly for replacement,
using the same process that is used for seeking an amendment or a renewal. The OCD
may set the mattef for hearing. The application will be evaluated ﬁsing the same
standards applicable to an initial application. The OCD may impose conditions in the
special pool order, to ensure that the order prevents waste, protects correlative rights,
protects fresh water and protects human health and the environment. Once a plan is
replaced with a special pool order, any changes to the special pool order will be handled
through existing OCD processes. | |

Section 10: Additional Requirements for Applications to Drill, Re-enter or Deepen Wells
Subiject to an Exploration and Development Plan.

Section 10 is a companion provision to Section 9. It Aimposes additiohai
requirements on applicaﬁonsl to drill, re-enter or deepen wells subject to an exploration
and development plan.

When an operator applies for a permit to drill, re-enter or déepen a well under its
plan, Subsection A of Section 10 will require the operator to take additional steps not
required under existing OCD rules. First, the operator will have to subrrﬁt its application
for a permit under 19.15.17 NMAC (Paﬁ 17) to address drilling waste at the same time it
submits its application for an APD, so the OCD can evaluate them together. Second, £he

operator will have to provide global positioning system coordinates for the location of a

well to be drilled in an un-surveyed area, so the OCD can review the site. Third, the

Case 14255
Written Testimony_ of Brad A. Jones
Page 6 of 32




147

148
149
150
151
152
153
154
155
156
157
- 158
159
160
161
162
163

164

165

166

167

168

169

170

operator must provide any additional information required by its exploration and
development plan.

| Subsection B of Section 10 sets out conditions that are automatically required for
an APD issued for a well covered by an exploration and development plan. The
conditions include a requirement that the operator use a closed-loop system rather than
pifs; not dispose of drilling waste on-site; run logs during the drilling process that will
help identify water zones; use a casing and cementing program that will isolate fresh
water zones; and place wells requiring gas pipeline connections on approved temporary
abandonment status while awaiting pipeline connection. To obtain an exception to any of
these conditions, the operator must seek the exception as part of its exploration and
development plan.

DETAILED REVIEW OF SECTION 9:
EXPLORATION AND DEVELOPMENT PLANS

Subsection A: Applicability

As stated in the first paragraph of Subsection A, Section 9 requires operators to

. obtain OCD approval of an exploration and development plan prior to applying for a

permit to drill, re-enter or deepen a well in Santa Fe County or the Galisteo Basin. The
operator must renew its plan at least every five years, and must operate the wells covered
by the plan in accordance with the plan’s requirements until the plan is replaced by a
special pool order.

Section 9 covers “re-entering” and “deepening,” as well as drilling, so that an
operator re-entering or deepening an existing well will be subject to the Section’s

requirements.
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Section 9 covers all of Santa Fe County and not just the Galisteo Basin because
Executive Orders 2008-004 and 2008-038 addressed both Santa Fe County and the
Galisteo Basin, the public concern that prompted the executive orders extends to all of
Santa Fe County, and the protections offered by the proposed rules would be beneficial
throughout the county. Further, Santa Fe County has proposed a county-wide ordinance
on drilling, and the OCD’s adoption of county-wide rules will be consistent with that
approach.

Most of the Galisteo Basin is located in Santa Fe County, with small portions of
the basin extending into San Miguel County to the east, and Sandoval County to the west.

Paragraphs 1 and 2 of Subsection A identify those portions of San Miguel County
and Sandoval County that are in the Galisteo Basin, and therefore covered by the rule.

Proposed Modifications:

The OCD has proposed the following modifications to the first paragraph of
Subsection A:

A. Applicability. The operator must obtain division
approval for an exploration and development plan prior to applying
for a permit pursuant to 19.15.14 NMAC to drilling, re-entering or
deepening a well located in Santa Fe county or the Galisteo Basin, and
must operate the wells covered by the plan in accordance with the
plan’s requirements until the plan is specifically replaced by a special
pool order. Approval of an exploration and development plan does
not relieve an operator from its responsibility to obtain any permit
required pursuant to the Oil and Gas Act for its activities conducted
under the plan. The operator must renew an approved exploration
and development plans every five years...

The proposed change to the first sentence in Subsection A, highlighted in green,
affects whether Section 9 will apply to pending applications. As originally drafted, an

operator would have to obtain an approved exploration and development plan prior to
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drilling, re-entering or deepening a well in Santa Fe County or the Galisteo Basin. The
OCD proposed the language highlighted in green to make it clear that even though an
operator obtained an approved exploration and development plan, it would still need. to
go through the permitting process set out in 19.15.14 NMAC prior to. drilling, re-entering
or deepening a well. However, this proposed change could be interpreted to make the
rule inapplicable to any operator that has already abplied for an APD but that has not yet
started drilling, re-entering or deepening the well. For that reason, the OCD has
determined not to request the modification highlighted in green.

| The OCD has proposed the changes highlighted in red to clarify what an approved
exploration and development plan represents and does not represent to an operator. An
approved exploration and development plan is just that, an approved plan. Approval of a
plén does not equate to approval of permits. Permits for drilling will have to be obtained
through the permitting process identified in 19.15.14 NMAC and the additional
provisions and conditions of 19.15.39.10 NMAC. Permits required for ménaging the
drilling waste will have to be obtained through the permitting processes indentified in
19.15.17 NMAC and address the additional conditions of 19.15.39.10 NMAC.
Depending on the proposals presented in the exploration and development application
and the outcome of the approved plan, the operator may have to pursue a permit for a
surface waste management facility pursuant to the permitting requirements of 19.15.36
NMAC. OCD would also like to clarify that any exception to a standard or specific
requirement indentified in 19.15.17 NMAC and 19.15.36 NMAC that is proposed in the
exploration and development application and approved in the plan does not grant the

operator the opportunity to circumvent the exception, waiver, and administrative
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protocols, processes, and provisions required for a permit pursuant to 19.15.17 NMAC or

19.15.36 NMAC.

Subsection B: Application for Exploration and Development Plan
Subsection B sets out the procedure for filing the .application for an exploration
and development plan, and the information that must be included in the application.

Filing Requirements

The opening paragraph of Subsection B sets out the‘filing requirements. The
operator must submit two éopies of the application with the CCD’S Santa Fe office, ‘and
submit a copy to the appfopriate division district office or offices.

One of the two copies filed with the OCD’s Santa Fe office will be provided to
the bstate historic preservation office for its review and comment. The OCD’s
coordination with the state historic preservation office is discussed in more detail below.-

The other copy filed with the OCD’s Santa Fe office will be used internally. The
OCD’s Environmental Bureau will review the application to determine if it is
ad'ministratively complete and will review the proposed legal notice for approval. An
administratively complete application will go through the public notice process outlined
in Subsection H and be forwarded to the Engineering Bureau for hearing or
administrative action, as éppropriate.

The affected district office or offices need a copy of the application so they can _
review it and determine if they will enter an appearance in the public hearing and take a
position on the application. OCD’s District 4 includes Santa Fe County and that portion
of the Galisteo Basin that extends into San Miguel County. OCD’s District 3 includes

that portion of the Galisteo Basin that extends into Sandoval County.
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Application Contents

The numbered paragraphs of Subsection B set out what must be included in an
application. These requirements described in numbered paragraphs 1 through 8 will be
discussed in more detail in the testimony of Glenn von Gonten and Will Jones.

To summarize, Subsection B requires the applicant to define the area to be
covered by the plan and provide information about that area and for one half mile beyond
the boundary of that area. The applicant must provide a topographic map and maps
showing: state, federal, private or tribal surface ownership; private lands property
boundaries; municipal and county boundaries; relevant surface features and existing
water, oil and gas wells. In addition, the rule requires the applicant to provide a
hy_drogeologic and site report that provides available information and detail on the area’s
topography, soils, geology, surface hydrology and ground water hydrology.

Numbered paragraph 9 requires the operator to provide information relevant to
cultural resources, known cemeteries and unmarked human burials located in the area
in(;luded in the plan or within one half mile of the plan’s boundaries. According to the
Galisteo Basin Archaeological Sites Protection Act, PL 108-208, the Galisteo Basin and
surrounding area is the location of many well preserved prehistoric and historic
archaeological resources of Native American and Spanish colonial cultures, including the
largest ruins of Pueblo Indian settlements in the United States. PL 108-208 is OCD Ex.
23. Requiring the operator to provide information relevant to cultural resources is
necessary to comply with state laws designed to protect those resources. NMSA 1978,
Section 18-6-8.1 provides, in relevant part,

The head of any state agency or department having direct or indirect
jurisdiction over any land or structure modification which may affect a
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registered cultural property shall afford the state historic preservation

officer a reasonable and timely opportunity to participate in planning such

undertaking so as to preserve and protect, and to avoid or minimize

adverse effects on, registered cultural properties.
OCD Exhibit 24 is a copy of NMSA 1978, Secti'op 18-6-8.1. Rules issued by the
Cultural Propefties Review Committee interpret this statute to apply to the issuance of
permité, authorizations or licenses for any land or structural modification on federal, state
or private lands that may affect any registered cultural pfoperty. OoCDh Exhibi"t 25 ié a
copy of the rules interpreting NMSA 1978, Section 18—6-3.1. Other statutes providé for
penalties for disturbing marked and unmarked burials. OCD Exhibits 26 and 27 are
copies of NMSA 1978, Sectiqn 18-6-11.2, “Permit required for excavation of unmarked
burials; penalty,” and NMSA 1978, Section 30-12-12, “Disturbing a marked burial
gro‘und.”

Subéection B also requires the applicant to describe its plan. It must identify-its
target zoﬁe or zones, identify the location of proposed exploratory wells and related
facilitie_s;.describe its plan for devc;,loping the area if the exploratory wells are productive;
and provide its drilling and mud-logging programs, its plan for managing waste, its plah
for minimizing pad size and consolidating facilities, its plan for installing monitor wells,
and its contingency plan for releases. The OCD will be able to reviewAthe. plans to ; }
determine if they are appropriate for the site conditions, prevent waste, protect correiative
rights, and are protective of fresh water, human health and the environment.

As discussed in more detail below, Subsection B of Sectign 10 sets out cohditions

that will apply to any permit to drill issued to wells subject to the exploration énd

development plan. The conditions are designed to protect fresh water, human health and

the environment in situations where little is known about the geolbgy or hydrology. An -

Case 14255
Written Testimony of Brad A. Jones
Page 12 of 32




296
297
298
299
300
301
302
303
304
305
306
307
308

309

310 ©

311

312

313

314
315
316
317

318

operator may request an exception to ariy of these conditions as part of its application for
an exploration and development plan.‘ The burden is on the operator to provide evidence
that operating in accordance with the proposed exception will prevent waste, protect
correlative rights, and protect fresh water, human health and the environment.

The applicant must also submit a proposed legal notice, and must certify that the
information it is providing in its application is true, accurate and complete to the best of
the operator’s knowledge, after reasonable inquiry.

The OCD may require additional information in order to determine if the plan will
prevent waste, protect correlative rights, and protect fresh water, human health and the
environment, and that operation of the plan will comply with division rules and orders.

Proposed Modifications to Subsection B

The OCD has proposed a number of modifications to Subsection B.

Numbered paragraph 5 sets out the items that must be shown on a map of the area
included in the plan and a one-half mile buffer zone around that area. The OCD proposes
the following changes to those items:

e The map showing state, federal, private or tribal surface ownership should also
include for private lands the property boundaries and the name of the property
owner at time of application. This will help the OCD determine if the operator
has given notice to surface interest owners, as required by Subsection H.

e The OCD proposes to delete the requirement that a map show the location of all
registered cultural properties. NMSA 1978, Section 18-6-11.1 requires that any
information in the custody of a public official concerning the location of

archaeological resources, the preservation of which is in the interest of the state of
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New Mexico, shall remain confidential unless the dissemination of the
information will further the purposes of the Cultural Properties Act. OCD
Exhibit 28 is a copy of NMSA 1978, Section 18-6-11.1

The OCD proposes to describe infrastructure as including “but not limited to”
certain identified structures, to clarify that the identified structures are examples
of infrastructure, but that the list is not exclusive.

The OCD proposes to add “watercourses” and “wellhead protection areas” to the
items that must be identified on a map. “Watercourse” is defined in Paragraph 4
of Subsection W of 19.15.2.7 NMAC to include a river, creek, arroyo, canyon,
draw or wash or other channel having definite banks and bed with visible
evidence of the occasional flow of water. “Wellhead protection areas” is defined
in Paragraph 8 of Subsection W of 19.15.2.7 NMAC to include 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 area
does not include the area around a water well drilled after an existing oil or gas
waste storage, treatment or disposal site was established. OCD Exhibit 29 is a
copy of Subsection W of 19.15.2.7 NMAC.

In numbered paragraph 7, the OCD proposes to correct the spelling of

“parameters.”

In numbered paragraph 8, the OCD proposes the following change:

8) a written contingency plan for all releases, with no
exclusion for de minimus amounts, which shall include
(a) best management practices for the prevention

and detection of releases proe —or : >t p s
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The OCD has proposed the recommended change in order to clarify the type of
information that is expected to be provided in the contingency plan. A contingency plan
should identify the protocols and standards operating practices in order to minimize
hazards (such as releases) to fresh water, human health and the environment. Best
management practices should address preventive measures such as the installation of
secondary containment (liners) for above grade tanks and detection measures such as
regularly scheduled visual inspections. Note that this change is shown, and discussed, in
the OCD’s notice of recommended modifications, filed on November 24, 2008, but the
change did not appear in the redline version of the rules attached to that filing.

The OCD proposes to modify numbered paragraph 9 as follows, to require the
operator to provide information on known cemeteries and unmarked human burials as
well as registered cultural properties, in order to comply with the statutes described

above:

) i beincludeintl sed-expl ; |
information j 6.7 > if cultural resources listed in
or eligible for listing in either the national register of historic places or
the state register of cultural properties, known cemeteries and
unmarked human burials are located in the area included in the
proposed exploration and development plan or within one half mile of
the area included in the plan, the information in 4.10.7.9 NMAC
including a description of the effects the proposed operations may
have on these sites and proposed mitigation measures;

4.10.7.9 NMAC is contained in OCD Ex. 25.
The OCD proposes modification of numbered paragraph 10 as follows:
(10) any proposed exceptions to the requirements set out in

Subsection B of 19.15.39.10 NMAC and evidence that operating in
accordance with the proposed exceptions will prevent waste, protect
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374 correlative rights, protect fresh water and protect human health and
375 the environment-from-oilfield-waste;
376

377  The OCD has proposed the recommended changes in order to clarify the original intent of
378  the first version of the proposed rule. The original intent was only to allow operators to
379  propose exception to the specified conditions identified in Subsection B of 19.15.39.10
380 NMAC. The original intent was not to allow operator propose exceptions such as: not
381 having to satisfy the requirements of 19.15.14 NMAC, not submitting a permit
382  application pursuant to 19.15.17 NMAC; not have to provide the GPS coordinates of the
383  location; and not providing any of the additional information required by the operator’s
384  exploration and development plan. The omission of “from oilfield waste” is
385 recommended due to the nature and variety of the conditions identified in Subsection B
386  of 19.15.39.10 NMAC and the limitation that it establishes when proposing and assessing
387  an exception request. The OCD is concerned that if the caveat “from oilfield waste”
388  remains, applicants may base their assessment and evidence regarding their exception
389  request to certain conditions identified under Subsection B of 19.15.39.10 NMAC in
390  which the comparison of the impact “from oilfield waste” is not applicable. One such
391  condition would be the requirement for an operator to place a well that requires gas
392  pipeline connection on approved temporary abandonment status while awaiting pipeline
393  connection. This condition prevents waste, as defined by the Oil and Gas Act, and
394  protects correlative rights and would never be impacted or influenced by or from “oilfield
395 waste.” If the operator requested an exception to this condition and assessed the
396  exception to prevent waste based upon the impact or influence by or from oilfield waste,
397  the operator could easily demonstrate that the prevention of waste is not impacted or

398 influenced by or from oilfield waste because the operator would not be addressing a
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waste of a resource. Other such éonditions in which the impact or influence of oilfield
waste would not be applicable would include: the requirement to log the well the total
depth to surface; the conditions regarding the setting of the casing in order to isolate fresh
water zones and aquifers; and the running of cement bond logs after each casing string is
cemented and filing the logs.

Subsection C: Amendments to Exploration and Development Plans

Subsection C requires an operator to obtain an approved amendmeﬁt to its
exploration and development plan prior to expanding the area covered by the plan,
increasing the number or changing the location of proposed wells or related facilities, or
changing the terms of the proposed plan.

To apply, the operator must file an application describing its proposed
amendment(s) and update the information required by Subsection B. It will not have to
re-submit information that has not changed. However, if the operator has drilled wells
under its approved exploration and development plan it is likely that it can provide
additional information on geology and ground water hydrology.

The operator also has to provide a proposed legal notice. The proposed
amendment will go through the same publié notice process as the original application,
and the division director has the discretion to set the proposed amendment for hearing.

The filing requirements for an amendment are the same as the filing requirement
for the initial application: two copies must be filed with the OCD’s Santa Fe office and a
copy must be filed with the appropriate district office or offices.

Subsection D: Renewals of Exploration and Development Plans
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As stated in the initial paragraph of Section 9, an approved exploration énd
development plan must be renewed every five years. This gives the OCD and the
operator an opportunity to review and update the plan to make sure it is protective of
fresh Watér, human health and the environment. The application for renewal is subjecf to
public notice, and the director has the discretion to set the apblication for public hearing.
The operator may combine an application for amendment with an application for
renewal.

The application for renewal, like the application for an amendment, must update

the information required pursuant to Subsection B, and provide a proposed legal notice.

Subsection E: Replacement of an Exploration and Development Plan with a Spgcial
Pool Order.

Section 9 provides. extra protections to an area that has seen little oil and gas
development, and that has important water resources. Section 9 requires the operator to

provide public notice of its activities, and provide the OCD and the public with the best

“available information on the area so the OCD can make informed decisions on the

conditions that may apply to the exploration and development plan in order to protect
fresh water, human health and the environment. As exploration and development under
the approved plan continues the OCD will gather more and more information about the
geology and hydrology of the area. At some point, the OCD may have sufficient
information to allow the operator to replace its plan with a special pool order. The pool
order could incorporate those conditions the OCD determines are necessary to protect
fresh water, human health and the environment. Changes to the special pool order would
be made by application under existing OCD procedures. But the operator would no

longer have to follow the processes set out in Section 9, or apply for renewal of its order
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every five years. If the operator wanted to drill in an area outside the area covered by its
former exploration and development plan, however, it would have to apply for a new plan
under Section 9.

An operator is not eligible to replace its plan with a special pool order until it has
operated wells under its approved plan for at least five yeérs. This will give the OCD
five years of operational experience under the plan to review to determine if the
conditions imposed under the plan are effective in protecting fresh water, human health
and the environment, and to determine what conditions should be plaéed on any special
pool order.

To apply, the operator must file an épplication updating the information required
by' Subsection B and describing any conditions it proposes should be .included in the
special pool order. The operator has to provide a proposed legal notice. The application
to replace the plan with a special pool order will go through the same public notice
prbcess as the original application, and the division director has the discretion to set the
application for hearing.

The filing requirements for an application to replace the plan with a special pool
order are the same as the filing requirement for the initial application: two copies must
be filed with the OCD’s Santa Fe office and a copy must be filed with the appropriate
district office or offices.

Subsection F: L.egal Notice

Subsection F sets out the requirements for the legal notice that will be used to
notice the original application, any renewals or amendments, and any application to

replace the plan with a special pool order.
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The notice must provide basic contact information on the operator, and a legal and
common description of the area covered by the plan or proposed plan. The notice must
also provide information on what the applicant is seeking.

If the application is for approval of an initial exploration and develbpment plan,
the notice mﬁst summarize the proposed plan, including the number and location of
proposed eXploratory and development wells and related facilities. If the application is
for an vamendment, the notice must summarize the existing plan and the proposed
amendment. If the application is for a renewal, with no amendment, it only needs to
summarize the existing plan. If the application is for replacement, it must summarize the
conditions the operator proposes to make part of the special pool order that will replaée
the plan.

The notice{mu’st also provide instructions for viewing the complete application on
the OCD’s website or at the appropriate division district office. It will also provide
instructions for filing written public comments on the applicatio.n.‘ |

The notice will also provide instructions for being placed on a contact list to
receive notice of future applications to amend, renew or replace th¢ exploration and
development plan and héarings on those applications.

If the application is set for public hearing, the notice will contain the date, time
and location of the hearing. All app-lications for'approval of an initial exploration and
development plan must be set for public hearing. For clarification proposes, an
application for approval is a request for approval -from the operator and not a
recommendation of approval of the abplication from OCD.  Applications for

amendments, renewals and replacements may be set for public hearing at the discretion of
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492 the director. If the director determines to set an application for hearing upon receipt of
493  the application, the operator will be notified and the hearing information will be included
494 in the notice. It is possible that the determination to set an application for public hearing
495  will be made after the division receives public comments on the application. In that case,
496  the operator will have to prepare a second legal notice that includes the hearing

497 information.

498 Proposed Modifications to Subsection F

499 The OCD proposes the following modifications to Subsection F:

500 F. Legal Notice. Legal notice of an application for a proposed
501 exploration and development plan or an application to amend, renew
502 or replace an existing exploration and development plan shall include
503

504 3) instructions for filing written public comments
505 on the application with the division clerk in with-the division’s Santa
506 Fe office;

507 9) instructions for requesting a public hearing on
508 an application that has not been set for public hearing:

509 93(10) if the application will-be has been set for hearing,
510 the date, time and location of the public hearing; and

511 a1 instructions for being placed on a division
312 contact list to receive notice of future applications and hearing notices
513 related to the to-amend;renew-or-replace-the exploration and

514 development plan.

515

516 The proposed change to numbered paragraph 8 clarifies that public comments are

517  to be filed with the division clerk. New numbered paragraph 9 provides that the legal
518  notice will include instructions on how to request a public hearing, if the application has
519  not yet been set for hearing. Numbered paragraph 10 clarifies that if the application has
520  been set for public hearing, the legal notice will provide the date, time and location of the

521  hearing. Numbered paragraph 11 clarifies that the OCD will keep the contact list, and
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that the list will be used to provide notice of future applications and hearings related to
the plan.

Subsection G: Administrative Completeness

The OCD will review each application for administrative completeness. An
application is administratively complete if it contains the information required by Section
9. A determination th\at an applicatibn is administratively complete is not a determination
that the information pfovided is accurate or adequate. The OCD must notify the operator
of its deterﬁlination on administrative completeness within 60 days of receipt of the
a'pplic.ation.

If the OCD determines that the application is not administratively complete, its:
notice to the operator will identify the deficiencies. The operator may re-submit its
aﬁplication to correct deficiencies, correct errors or add informatioﬁ. The re-submittal
triggers a new 30-day period for the OCD to make a decision on administrative
completeness.

If the OCD, determines that the application is administratively c‘omplete,. it will
provide the operator with an approved legal notice so the éperator can proceed with
publié notice. The OCD will also provide the operator with the current contact list'of'
individuals and entities requesting notice of applications related to the plan. The OCD -
will distribﬁte notice of the applicaﬁon with its next division or commission docket, and
post the notice and application on its website.

Proposed Modifications to Subsection G

The OCD proposes to add é new requirement under numbered paragraph 2: once

the OCD has determined that an application is administrativély complete, the OCD must
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provide a copy of the complete application to the state historic preservation office with a
request for review and comment. This will help satisfy the requirement of NMSA 1978,
Section 18-6-8.1 that “the head of any state agency or department having direct or
indirect jurisdiction over any land or structure modification which may affect a registered
cultural property shall afford the state historic preservation officer a reasonable and
timely opportunity to participate in planning such undertaking so as to preserve and
prbtect, and to avoid or minimize adverse effects on, registered cultural properties. In
addition, Attorney General Opinion No. 87-64 states that the historic preservation officer
may participate in a state agency’s deliberations when the agency is considering the
issuance of a license that would affect a registered cultural property even if that registered
cultural property is on private land. OCD Ex. 30 is a copy of Attorney General Opinion
No. 87-64.

Subsection H: Public Notice

Once the operator receives the OCD’s written determination that the application is
administratively complete, and the OCD’s approved legal notice, the operator has 20 days
to issue public notice.

The operator must publish the notice in a newspaper of general circulation in the
affected county or counties.

The operator must mail or e-mail notice to the individuals and entities on the
OCD’s contact list for the exploration and development plan.

The operator must mail the notice by certified mail, return receipt requested, to
the individuals and entities listed in Paragraph 2 of Subsection H. Holders of mineral

interests in the area included in the plan or within one half mile of the border of the plan
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must receive notice if they have not already agreed to .participate in the plan. This
ensures that affected interest owners, and potentially affected interest owners, receive
notice. Similarly, surface interest owners in the area included in the plan or within one
half mile of the border of the plan receive notice. Subsection H also requires the operator
to notify all tribes, pueblos and nations in New Mexico, affected county and municipal
governments, the state historic preservation officer, and the game and fish department;
Notice to the tribes, pueblos and nations is consistent With the intent of Executive Order

No. 2005-003, and State of New Mexico Executive Depaftment Policy Regarding Tribal

"Consultation on the Protection of Sacred Places and Repatriation. Those documents are

OCD Exs. 31 and 32.

Proposed Modifications to Subsection H

The OCD proposes two modifications to Subsection H.

First, the OCD proposes to require the operator to mail notice to the entities listed
in numbered paragfaph 2 by certified mail, return rec‘(‘aipt requested, rather than by first
class mail. Certified mail, return receipt requested, will help the operator sh(;w that it has
provided the required notice.

Second, the OCD proposes to clarify that the notice should be sent to the leader of
each tribe, | pueblo or nation in New Mexico, to ensure that the notice reaches the
appropriate individual. This change was suggested by the Indian Affairs Department,
which can provide the necessary contact information to operators.

Subsection I: Public Hearings
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Subsection 1 requires all applications for approval of an exploration and
development plan to be set for public hearing; applications for amendments, renewals or
replacement may be set for public hearing.

Paragraph 3 of Subsection I provides that if the OCD acts administratively to
deny an application to arhend, renew or replace a plan, or grants an application
administratively with conditions, the matter will be set for public hearing at the operator’s
request. This provides review of the OCD’s decision.

Paragraph 4 sets out the notice process if the OCD sets an application for
amendment, renewal or replacement for hearing. The operator must submit a proposed
noﬁce of hearing to the OCD, and then provide the same type of public notice as i1s
required for an initial application. The only difference is that the notice must be sent 30
days before the hearing date, instead of 60 days before the hearing, as is required for
initial applications.

Proposed Modifications to Subsection |

The OCD proposes a change to numbered paragraph 1 to clarify that the hearing
on-an application for approval of an exploration and development plan must be held no
sooner than 60 days after the operator serves public notice. The 60-day period is not
triggered by actions taken by the OCD, such as the posting of notice on the OCD website.

The OCD also proposes chang;:s to numbered paragraph 4 to make clear that the
hearing notices on amendments, r'enewals and replacements must be published or mailed
at least 30 days prior to the hearing. As currently drafted, the provision does not set a
time for notifying individuals and entities on the contact list. In addition, the OCD

proposes a change that will require notice by certified mail, return receipt requested.
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Subsection J: Plan Approvals, Conditions, Denials, Amendments, Revocations,
Renewals and Transfers

Subsection J addresses the OCD’s actions related to exploration and development
plans. |

The OCD may approve a plan for a period not to exceed five years, and may issue
renewals for additional periods not to exceed five years.

The OCD may appfove an initial plan, or approve an application to amend, renew
or replace an existing plan only if the application provides the information required by
Section 9, the dperator has provided the notice required by Section 9, the operator is‘ in

compliance with Subsection A of 19.15.5.9 NMAC (formerly 19.15.1.40 NMAC, or

“Rule 407), and approval of the application will prevent waste, protect correlative rights,

and protect fresh water, human health and the environment. If the application fails on
any of these points, it may be approved with conditions if the condition could address or
satisfy the concern or it may be denied.

Reqliiring compliance with Subsection A of 19.15.5.9 NMAC means that the
operator must be in compliance with financial assurance requiremenis, have no more than
a limited number of wells out of compliance with the inactive well rule (19.15.25.8
NMAC), have no unpaid penalties, and not be in violation of an order requiring
corrective action.

The prevention of waste and the protection of correlative rights are the OCD’s
statutory mandates l.Jnder. NMSA 1978, Section 70-2-11(A). OCD Ex. 33. The
protection of fresh water, and the protection of human health and the‘ environment, as

well as the prevention of waste and the protection of correlative rights, are the OCD’s
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statutory duties under its enumeration of powers in NMSA 1978, Section 70-2-12. OCD
Ex. 34, |

Paragraphs (3) and (4) of Subsection J allow the OCD to attach conditions to an
exploration and development plan, or a special pool order that replaces an exploration
and development plan. This allows the OCD to customize the plan or order to address
the issues.

Paragraph (5) of Subsection J addresses revocation of an exploration and
development plan. If the operator fails to comply with the terms of the plan, or is out of
compliance with Subsection A of 19.15.5.9 NMAC, the OCD may revoke its approval of

the plan and require the wells covered by the plan to be shut-in. Revocation requires

" notice and hearing.

Paragraph (6) of Subsection J addresses expiration of an exploration and
deVelopment plan. If a plan expires, and the operator has not filed an application for
renewal, the operator must shut-in the wells covered by the plan. If the operator filed an
application to renew the plan prior to its expiration, the operator may continue to operate
the wells covered by the plan until a final order is issued on its application for renewal.

Paragraph (7) of Subsection J provides that a plan, once approved, remains in
effect until it is revoked, amended or replaced by a special pool order pursuant to Section
9..

Paragraph (8) provides that any operator operating wells subject to an exploration
and development plan or special pool order is subject to the terms of that plan or order.

Proposed Modifications to Subsection J
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The OCD proposes to delete “from oilfield waste” in numbered paragraph 3, to
make the description of the standard of review by the OCD consistent throughout the
Section 9.

DETAILED REVIEW OF 19.15.39.10 NMAC (“SECTION 10”)

Section 10 sets out special requirements for applications for permits to drill,
deepen or re-enter a well that is subject to an exploration and development plan.

Subsection A

Subsectjon A of Section 10 requires an operator applying for a permit to drill, re-
enter or deepen a well subject to an exploration and devélopment plan to provide
additional information when filing its APD.

The operator must attach its Part 17 permit application, which will provide the -

OCD with information on the operator’s plans for disposal of drilling wastes. Under

current OCD rules, a Part 17 permit application and an application for APD may be filed

separately.

The operator must provide global positioning system (GPS) coordinates to fhe
sixth decimal point to identify the location of a well to be cirilléd in an un—éufveyed area.
Santa Fe County includes land grant areas that have not been sﬁrveyed. Providing GPS
coordinates will allow the OCD to review the drilling location.

The operator must also provide any additional information required by its
exploration and development plan. This allows the OCD the opportunity to vdetermine if
any specific conditions should be applied or incorporated into the appropriate and .
applicable permits. |

Proposed Modifications to Subsection A
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The OCD proposes the following modifications to Subsection A of Section 10:

A. An application for permit to drill, re-enter or deepen a well

that requires an exploration and development plan pursuant to

19.15.39.9 NMAC must include the following in addition to meeting

the requirements set out in 19.15.14.10 NMAC:

The OCD has proposed the recommended change in order to clarify and inform
applicants that they must comply with all of the provisions of 19.15.14 NMAC, which
includes the requirement of a permit and permit application process. Section 10 of
19.15.14 NMAC only addresses provisions regarding the approval or denial of a permit
to drill, deepen or plug back.

1) a permit application pursuant to 19.15.17 NMA Caferm

CAddor-the closed-loop system-ortor-the pitif- the operatoe’s
approved-exploration-and-development-plan-allows pits;

The OCD has proposed the recommended change in order to clarify OCD original
intent, which is that the applicant must submit a complete permit application and not just
the form. A permit application pursuant to 19.15.17 NMAC includes the Form C-144 as
well as additional documents such as an operational and maintenance plan, a design and
construction plan, a closure plan, demonstrations of compliance to the applicable siting
requirements and possibly a hydrogeologic report or data, if applicable. The Form C-144
1s not a permit application.

Subsection B

Subsection B sets out conditions that apply to any APD issued for wells covered
by an exploration and development plan unless the operator has requested and received
an exception. These conditions are “default” conditions; the burden is on the operator to
request an exception and prove that granting the exception will prevent waste, protect

correlative rights and protect fresh water, human health and the environment.
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Paragraph (1) of Subsection B requires the operator to drill using a closed-loop
system. A closed-loop system uses above-ground steel tanks for managing drilling or
workover fluids and does not use below-grade tanks or pits. The rule endorses the use of
closed-loop systems to reduce the impact of surface disturbance, to promote the recycling
of drilling fluids that results in the reduction of clean water use and allows for the reuse
of such fluids at other drilling sites, and to reduce the volume solids and semi-solid drill
cuttings and mud due to fluid recycling effort which reduces the risk of a potential release
and results in reduced disposal costs for the operator.

Paragraph (2) of Subsection B requires that the operator not use any of the on-site
closure methods set out in Subsection F of 19.15.17.13 NMAC. OCD Ex. 35. There are
two on-site closure methods identified in Subsection F of 19.15.17.13 NMAC: in-place
burial and on-site trench burial. Each method has its own specific siting criteria, burial
standards and protocols. The rule specifies this condition in order to establish an extra
level of protection due to the absence of available information and data pertaining to the
region and uncertainty of the environmental issues. As more information is gathered
through the exploration and development plan process and operators are able to switch
over to special pool orders, conditions such as this may no longer be applicable.

The conditions set out in Paragraphs (3) through (8) will be addressed in the
testimony of Will Jones.

Proposed Modifications to Subsection B

The OCD proposes several modifications to Subsection B.

B. Unless otherwise specified in an approved exploration and
development plan, an application for permit to drill, re-enter or
deepen a well that requires an exploration and development plan shall
be subject to the following conditions:
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(1) the operator shall drill the well using a closed loop
system that uses above ground steel tanks for the management of
drilling or workover fluids without using below-grade tanks or pits;‘

The OCD proposes to add “re-entgr” to Subsection B to clarify that the listed
conditions will apply to re-entry operations in addition to drilling and deepening
operations.

The OCD has proposed the additional language in numbered paragraph I .to
clérify and inform the applicant that a closed-loop system identified within this provision
1s a closed-loop system as deﬁned in 19.15.17 NMAC.

2)  the operator shall not use. the on-site closure methods

identified in Subsection I of 19.15.17.13 NMA C dispose-of-waste-on
site; . '

The OCD has proposed the recommendqd change in order to clarify OCD original
intent, which is to address the proper handling and disposal of waste generated from the
drilling, re-entry or well deepening activities. Subsection F of 19.15.17.13 NMAC
identifies the types of aétivities on-site closure applies to and conditions in which such
qute can be consideréd for burial on-sité. By providing the appropriate rqfefence, it will
also prevent the misinterpretation of .the original. The original langﬁage could be
interpreted in a manner that would prevent the permi‘tti’ng of Class II disposal wells for
produced water or the permitting : of commercial and centralized surface waste
management facilities. OCD’s intent is not to limit the ability of operators to obtain such
permits, especially since there is an. absence bf a waste management infrastructure within
the area surrounding Santa Fe County and the Galisteo Basin region.

(5) the opefatbr shall isolate all fresh water zones and

aquifers throughout their vertical extent with at least two cemented
_casing strings.
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. Notary Public

The OCD proposes this change to broaden the protection of fresh water. Aquifer

is defined in Subsection A of 19.15.2.7 NMAC as “a geological formation, group of

formations or a part of a formation that is capable of yielding a significant amount of

water to a well or spring.” OCD Ex. 36. “Zone” is a broader term that will include any

area in which fresh water is located, without regard to the amount of fresh water.

I, Brad A. Jones, swear that the foregoing is true and correct. 2
= ' \Bsr_gd_A._Jones

Environmental Engineer
Oil Conservation Division

Subscribed and sworn to before me this 3rd day of December 2008, by Brad A. Jones.

&)

‘My commission expires:

|=03~ 202
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THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR ADOPTION OF
AN AMENDMENT TO 19.15.39 NMAC ADDING NEW SECTIONS TO BE
9 CODIFIED AT 19.15.39.9 AND 19.15.39.10 NMAC ADDRESSING SPECIAL
10 PROVISIONS FOR SANTA FE COUNTY AND THE GALISTEO BASIN; SANTA
11 FE,SANDOVAL AND SAN MIGUEL COUNTIES
12 CASE NO. 14255

4
5
6 APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
7
8

15 | ' TESTIMONY OF WILLIAM V JONES

17 My name is William V. Jones. 1 work for the State of New Mexico in the
18 Enomeelmo Bureau of the Oil Conservation Division and have been here for
19 approximately 7 years. 1 am an engineer with a State title of “Petroleum Specialist”.

o210 The majority of my time as an engineer in the Engineering Bureau is spent

22 assisting operators by processing their administrative applications for commingling,
23 injection, or disposal. The engineers also conduct examiner hearings on a rotational
24 schedule, and make recommendations to the Director based on those hearings. I have
25 - Bachelor of Science degrees in Geological Engineering and in Civil Engineering from
26 New Mexico State University and an Information Technology degree from Denver
27  Technical College (DeVry University.)
28 . .
29 I have been a registered Professional Petroleum Engineer since the mid-1980’s-
30  and have about 11 years of work experience in New Mexico. I worked 20 years as a
31  petroleum engineer with Texaco and a couple of years as a hired consultant engineer for
32 other oil and gas and consulting firms. For experience relevant to this Case, I worked 10
33  years as an engineer in oil and gas exploration over most of the United States, completed
34 asemester of sedimentary (geology) field training in and around the Galesteo Basin at the
35 © University of New Mexico in 1977, and have experience reviewing injection/disposal
36 applications for compliance with the rules of the Oil Consetvation Division and
37  Underground Injection Control (US-EPA).
38 | | |
39 I have testified several times before the Oil Conservation Division and
40  Commission and have been accepted as an expert in Petroleum Engineering by both the -
41  Division and the Commission.
42 - _ ‘
43 My engineering testimony in this case will address 19.15.39.9.B(7) NMAC, the
44 proposed plans for “drilling program” and “mud-logging program”, and 19.15.39.10.B
45 NMAC concerning logging, mudlogging, isolating fresh water, casing and cementing,
46 and the temporary abandonment of wells awaiting pipeline connection.
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19.15.39.9.B  Application for Exploration and Development Plan.

(7)(b) a drilling program. describing the air drilling program or mud
program to be used; :

This section of the rule is asking the applicant to be detailed as to its drilling
method or drilling fluid to be used.

Deep holes are typically drilled with rotary rigs, circulating either “mud” or
compms%d ir”. Air drilling is a drilling technique whereby gases  (typically
compressed air or nitrogen) are used to cool the drill bit and lift cuttings out of the’
wellbore. Some advantages of air drilling are (i) the hole is drilled much fastet than with
mud, (i1) it. reduces lost circulation problems, and (iii) formation damage is minimized.

~ Some disadvantages to air drilling are the inability to control the influx of formation fluid

into the wellbore and the destabilization of the borehole wall.

Mud drilling with a rotary rig is the most versatile and dependable method of
drilling and is necessary in many basins. The advantages seen in mud rotary drilling are:
that mud characteristics can be controlled so that formations are stablhzed pressures are
controlled, and inflow, invasion, or cross-flow are minimized.

Detection and protection of “fresh” water is important and a carefully planned
drilling program will help do this by preventing invasion-or formation crossflow. If mud
drilling is necessary, fresh water intervals are better protected by drilling  with “fresh
water based muds, and prefer ably not with “salt water” based muds.

Normally operators use Form C-101 to submit proposed APD details. The details
of the mud program envisioned here would be similar to the detzul requ1red for drilling on -
federal lands

~ (7)(¢) a mudlogging program, including a copy of the mudlog sheet and a
description of the mudlogger’s daily report, which shall include at a minimum the
total depth reached, the footage drilled in the preceding 24 hours, oil and gas
intervals, fresh water zones, and mud palameters mcludmg mud welght chlondes :

~ funnel viscosity and filtrate properties;

This section -asks the operator to disclose the details of its intended mudlog
program — including an example “description”. This is requested to ensure the operator-

(i) has a geologist watching the details of the drilling and (i1) reports these details to the |

State.” This proposed regulation is needed to prompt the operator to gather valuable,
interpreted information while the well is drilled in order to better ensure potential oil, gas,
and water intervals are detected and 1ec01ded :
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The Mud Logger (normally a geologist) samples rock cuttings and writes an
interpretation of the rocks drilled. The mud log also includes formation tops, oil and gas
“shows”, and drilling rate-of-penetration. Mud parameters such as weight, chlorides and
viscosity are often added to this rock description. The mudlog is used in combination
with the electric logs run on the well to make a decision about whether to complete the -
hole (try to produce oil or gas from it) or "plug" the well. The mudlog accurately
identifies the lithology or type of rocks which is needed when interpreting the electric
logs. Running mudlogs will aide in interpretation of electric logs and will aide in

identifying thick, clean, high porosity intervals that may contain water and will ensure

hydrocarbons are not bypassed - causing “waste”.

19.15.39.10- Additional requirements for applications to drill, re-enter, or deepen
wells subject to an Exploration and Development Plan:

Division Rules, Part 14 contain the requirements to obtain approvals to drill,
including reference to the required forms C-101 and C-102. In addition, the rules allow
the Division the “impose conditions” on drilling. The approvals to drill are normally
processed in-the district offices by district personnel. Each district has standardized
practices of permitting wells that is unique to that district because of the unique nature of
the geology, protectable water, or other conditions in that district.

These proposed rules. for the Galisteo Basin are intended to be more specific in

“order to prevent waste and protect the environment.

B. Unless otherwise specified in an approved expldration and development plan,
an application for permit to drill, re-enter, or deepen a well that requires an
Exploration and Development Plan shall be subject to the following conditions:

3) the operator shall run logs from total depth to surface that will
determme porosity and water saturatlon

- This section requires the operator to design and run an electric logging program
(“logs™) with the purpose of determining critical parameters such as porosity and water
saturation from the well’s total-depth to the surface. The intent is to not only detect the
presence and extent of hydrocarbons, but to detect all waters, water bearing sands, and
(geologic) lithology or rock types and thicknesses.

Currently, the Division does not require electric logs to be run, but does require
these to be submitted to the Division if they are run — Division Rule 7.16 (Form C—105).

Porosity is the percentage of void space or pore volume within a rock. Effective
porosity is the interconnected pore volume in a rock that contributes to fluid flow in a’
reservoir. The porosity or “voids” contain fluids such as various gases or liquids (water




143

135

136

137

138-.

139
140
141

142

144

145
146

147 -

148
149
150
151
152
153

154

155
156
- 157
158

159
160

161
162
163
164
165
166
167

168

169
- 170
171
172
173
174
175

Oil Conservation Commission

Case'No. 14255

Written Testimony of William V. Jones
Page 4 of 7 '

- or hydrocarbons). Porosity is estimated by the mudlogger, and measured in cores, but the

preferred measurement of porosity in the reservoir is from running and mlerpretmg

modern electric logs.

Water saturation is the fraction of the pore volume occupied by formation water
and (1-Sw) is the fraction of the pore volume occupied by hydrocarbons. Water -
saturation determinations are done using data from mud properties and- formatlon
resistivity ]005 :

Electrlc wireline logging gives the best understanding of the reservoir or what's
below ground. Both open hole and cased hole logging tools and techniqués are available

and pr0v1de state-of lhe art formdtlon evaluation.

erelme logs are normally run by an operator, focused on the potential

“hydrocarbon pay interval. Requiring these logs to be run from the bottom to the top in

these wells in the Galesteo Basin will help determine the location and extent of fresh
water intervals; which can then be protected. The requirement to run a well designed and
thorough electric logging suite will .ensure the reservoir and reservoir fluids are
understood and will prevent waste and protect potential sources of drinking water.

@) a mud-logger shall be on site during drilling from surface to 'total-
depth and shall submit the logs and a written report daily to the superv1sor of
the approprlate district ofﬁce, :

This section requiring the mud-logging of the entire well and the daily report from
that mud-logger is intended to ensure geological and drilling data are "gathered and
available to both the company paying for the well and to the Division. Mudlog
information is- used to make decisions on the well, such as where to stop and set -
protecllve casing, or even whether to complete a well.and Whele to comp]ete it

Currently mudloggmg is not required and if it is done, the repons are not required
to be submitted to the Division. If they are voluntarily. submltted to the Division, it is
after the well is flmshed dullm0 :

(5 the operator shall 1solate all fresh water zones and aqulfers
throughout their vertical extent with at least two cemented casmg strlngs,

This.section puts the 1‘esponsibility on the operator to protect all fresh waters with
at least two cemented casing strings. The two casing strings are a best practice in the
Division or a normal result of drilling a well and casing off fresh water as it normally
occurs above any hydrocarbon bearing interval. However, sometimes fresh “protectable
water occurs below hydrocarbon intervals. Requiring a double cement sheath or cement
to. be circulated on two casings covering “fresh water”, no matter where this water occurs
is a necessary protective measure.




176
177
178
179
180
181
182
183
184
185
186
187
188

189

190

191

192
193

194

195
196
197
198
199
200
201
202
203
204
205
206
207

208

209
210
211
212
213
214
215
216
217
218

3

O1il Conservation Commission

Case No. 14255

Written Testimony of William V. Jones
Page 5 of 7

“Fresh Water” is defined by the Division in Rule 7F.(3) and is to be protected
from oil production operations by casing wells as described above. Waters defined as
“fresh”, even 1f deep in a well or of low capacity (yield) for production are to be
protected (see Rule 7F.(3)) “except for which, after notice and hearing, it is found there is
no present or reasonably foreseeable beneficial use which would be impaired by
contamination of such waters.” '

Division Rules Part 16.9 requires the well to be designed to prevent movement of
fluids, confine and prevent downhole contamination of water, and seal off water with
cement. '

(6) the operator shall circulate cement to surface on all casing strings,
except that the smallest diameter casing shall have cement to at least 100 feet above
the casing shoe of the next larger diameter casing;

This section requires the operator to design a cement job in order to protect all
installed casing from total-depth of the well to the surface with a cement sheath in order
to prevent casing corrosion and vertical migration of fluids from one formation into
another; preventing waste and protecting fresh waters.

Division Rules 16.10 provides details as to the method and extent of cementing.
This rule requires cement coverage but allows exceptions so cement is only placed over
the lowermost portions of intermediate and production casing.

The proposed rule would prevent any casmg to be exposed to the formatlon
wnhout coverage of a cement sheath.

(7) the operator shall run cement bond logs acceptable to the Division

" after each’ casmg string is cemented and file the logs with the appropriate district

office;

‘This section requires cement bond logs after all primary cementing jobs. This is
intended to aid in identifying not only the cement top, but to identify thief zones and high
and ‘low permeability zones in the well. A Cement Bond Log (“CBL”) is an electric
wireline log run in casing after the casing has been cemented in place. The CBL is
typically a variety of series of sonic-type tools and gives a detailed, 360-degree view of
the integrity of the cement job. It is a representation of the cement job, and shows
whether the cement is adhering to the outside of the casing and to the formation.

Requiring cement bond logs after cement jobs will provide information as to. not
only the cement top, but also the cement quality and possible formation permeability;
adding a level of protection to the well and protecting potential sources of drinking water.
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Existing Division rules allow for flexibility in verifying cement tops. In practice,
when cement does not circulate, the Division requires a survey to be done to determine
the cement top. The survey could be a temperature survey or any type of cement bond

log.

(8) the operator shall place a well that requires gas pipeline connection on
approved temporary abandonment status while awaiting pipeline connection.

This portion of the proposed rule was intended to allow normal and necessary
testing of wells but require inactive wells to be temporarily abandoned by placing bridge
plugs above any perforations.

I recommend that the Commlssmn change the lanouage in numbered paraoraph
(8) as follows:

The operator shall place a well that requires gas pipeline connection on
approved temporary abandonment status while awamng plpe]me connection with.
a bridge plug above any open perforations.

The nomml limiu of 19.15.25.8 NMAC would apply; the operator would have to
place an inactive well on approved temporary abandonment status within 150 days after
suspensmn of drilling opuatlons or pluo and abandon.

‘ The existing rules allow wells to be approved for temporary abandonment without
placing plugs above the perforations. Rule 25.14 allows the operator to demonstrate
“internal “mechanical integrity”, which is necessary prior to approving temporary
abandonment, by demonstrating that the well has been completed for less than f1ve years
and has not been connectbd toa plpehne ' e : :

The ex1st1n0 rules clearly give the Division some dlelCthH in methods of
demonstratmo mechanical integrity and therefore in approving temporary abandonment.

"This sometimes results in wells being apploved for temporary abandonment without

placing a bridge plug above the perforations and circulating the we]l with corroswn
resistant fluid:

As an example, the Black Ferrill Well No. 1 was “temporarily abandoned” for
many years with the tubing in the hole and (probably) no plug set above the perforations.
After twenty years, re- entry of the well was difficult and the 4-1/2 inch casing in the well
was badly corroded. Tecton repaired the problem by running an internal “scab” liner.

Division Rule 18.12 limits flaring or venting time to 60 days following the well’s
“completion”, but allows application for exception to this time limit (form C-129).
Flaring or venting hydrocarbon gases is'a “waste” and exceptions to allow an operator to
flare or vent for long peuods of time should be mm1m1zed
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I, William V. Jones, swear that the foregoing is true and correct.

,~:f_./7 Y m o

William V. Jones
Petroleum Specialist’
O1l Conservation Division

Subscribed and sworn to before me this 3" day of December 2008, by William V. Jones.

\

My commission expires:

[ — 07~ 2R
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APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR ADOPTION OF AN
AMENDMENT TO 19.15.39 NMAC ADDING NEW SECTIONS TO BE CODIFIED AT
19.15.39.9 AND 19.15.39.10 NMAC ADDRESSING SPECIAL PROVISIONS FOR SANTA
FE COUNTY AND THE GALISTEO BASIN; SANTA FE, SANDOVAL AND SAN
MIGUEL COUNTIES.

CASE NO. 14255

T]EST IMONY OF GLENN VON GONTEN

My name is Glenn von Gonten and I have worked for the Oil Conservation Division in its
Environmental Bureau since January 2005. As-a senior hydrologist I handle oil field related
ground water and soil contamination cases, issue discharge permits, deal with other projects as
assigned, and supervise two other hydrologists.

I received my B.Sc. in Geology from Texas A&M University and a M.Sc. in Geology from the
University of Texas at Arlington. I also have post-graduate training in hydrogeology from the
University of Houston and from Oklahoma State University. :

I have over 30 years experience as a geologist. Starting in 1977, I worked in the o1l and gas
industry for several companies. I worked for Exploration Logging as a trailer captain. [ worked
for two small independents while working my way through graduate school. After getting my
master’s degree, 1 erked for Conoco and then for Arco as an explorationist.

I have worked as a state regulator in three separate environmental programs for the past 15 years.
I worked for 6 years for the Department of Environmental Quality in Virginia its hazardous
waste program’s ground water/corrective action group as a senior geologist. After moving to
New Mexico in 1999, I worked in the Hazardous Waste Bureau as a supervisor until January
2005 when I transferred to OCD. My group in the Hazardous Waste Bureau dealt with
permitting and corrective action issues at five military bases, one federal facility, dnd over 200
formerly used defense sites.

I have previously testified before the commission on four occasions. The first was as a factual
witness in 2005. The second time was for the Surface Waste Management Facility rulemaking in
2006, Case No. 13586, and 1 was accepted as an expert hydrologist. The third time was for the
Pit Rule in 2007, Case No. 14015, and I was accepted as an expert hydrologist. The fourth time
was for an application by the Harvey E. Yates Company in 2008 for an expansion of a unit area

~in Otero County, Case No. 14000, and I was accepted as an expert hydrologist.

My testimony today will address the contents of an application for an exploratidn' and
development plan under numbered paragraphs 1-8 of Subsection B of 19.15.39.9 NMAC. The
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_provisions regarding drilling and mud-logging programs in numbered paragraph 7 will be.
- addressed by Mr. Will Jones. Mr. Brad Jones will testify on the requirements set out in

numbered paragraphs 9-13.

19.15.39.9B NMAC APPLICATION FOR EXPLORATION AND DEVELOPMENT
PLAN.

Rule 9B(1) l‘equires the operator to include some very basic contact information with its
Exploration and Development Plan application, including: the operator’s name, address and
telephone number, with an e-mail address and facsimile number if available. OCD obviously
needs this information to process the application and to be able to contact the operatOI for
additional information or clarification. '

Rule 9B(2) requires the operator to provide a “legal description” of the area covered by its
Exploration and Development plan. OCD needs the detailed legal description because some of
areas covered by this rule have not been surveyed as part of the Public Lands Survey System
(PLSS). These un- Suweyed areas 1nc1ude various land grants.

Rule 9B(2) also requires the operator to provide OCD with the operator’s best estimate of the
potentially productive area. That means the operator should include the entire area that it
estimates will be covered by its Exploration and Development Plan. If the operator were to

“underestimate the area to be covered by its plan, then it would be required by the proposed rule

to amend its.plan to include the additional area as its operations.éxpand. Operators must provide
OCD with an estimate of the-area that will be covered by its Exploration and Development Plan
so that OCD will be able to focus on any special issues that might arise in that the potential
productive area, such.as the local surface hydrology, ground water hydrology, geology, soils,
culturally sensitive areas, efc. In addition, the public notice required under the rule also depends
on what area is covered by the plan. If the operator’s proposed plan is appxoved OCD will
approve it only for a spe(:lﬁc area. »

Rule 9B(3) requircs the operator to identify all target zone or zones. Target zones include the
potentially productive formations. OCD needs this information when evaluating proposed mud
programs and logging programs. . '

Rule 9B(4) requires the operator to submit a topographic map of the area to be covered by the -

proposed plan and one half mile beyond the boundary of that area. OCD requires t'his locational
and geographic information to use as a base for assemblmg all the other mformatlon that 1t needs
to consider when processing the operator’s apphcatlon ' :

Rule 9‘B(5),require‘s"‘the operator to provide a map or maps of the area to be covered by the.
proposed Exploration and Development Plan and one half mile beyond the boundary of that area.
The maps must document the location of several specific items and must be practically surveyed
using global positioning system coordinates to the sixth decimal point for un-surveyed areas. -

The maps must depict the locations of:
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119
120
121
122
123

124°
125

126
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128
129
130

131

132
133
134
135
136
137
138

(a) state, federal, private or tribal surface ownership, including for private lands the
property boundaries and the name of the property owner at time of application;

(b) municipal and (ounty boundaries;

(c) farms;

(d) all buildings and infrastructure including but not limited to highways and roads,
railroads, pipelines, power lines, antennas, wind turbines, solar farms, and mines (surface and
subsurface);

(e) watercourses, sinkholes, playas and unstable areas;

- (f) municipal fresh water well fields covered under a municipal ordinance adopted
pursuant to NMSA 1978, Section 3-27-3, as amended;

(g) wellhead protection areas;

(h) all existing oil and gas wells; and - _

(1) the location of proposed exploratory wells and related facilities, including but not
limited to tank batteries, gathering lines, waste disposal facilities, compressor stations and access
roads. :

Rule 9B(5) requires the operator to provide information on boundarles geographic and geologic
features, and structures. This-information is needed when OCD evaluates the sensitivity of a
particular well site or other facility location. An operator’s proposed productive area may be

~ quite large and any siting restrictions that OCD imposes on an operator must be based on site
~specific information. Obviously, operators should not place wells or facilities in close proximity

to occupied houses, environmentally sensitive areas such as playas or stream channels, or
archaeological sites. The appropriate setback will depend on the sensitivity of the items. It is
appropriate for OCD to require a greater setback distance from existing and occupied homes or
buildings than it would for abandoned structures.

In addition, by requiring the operator to spe_cify the proposed location of wells and other

- associated facilities, OCD ensures that the operator has adequately planned for siting and

constructing the infrastructure that it must construct before its exploratlon and development
program can be implemented.

These .speci'al requirements are in addition to the existing requirements for an Application for
Permit to Drill, Deepen or Plug Back (APD - OCD Form C-101).

Rule 9B(6) requires that the operator submit a hydrogeologic and site report, based on available
data and reports, that provides sufficient information and detail on the area’s topography, soils,
geology, surface hydrology and ground water hydrology to enable the division to evaluate the
actual and potential effects on soils, surface water and ground water. This basic hydrogeologic
and geologic information is routinely provided to OCD by operators conducting soil and ground
water investigation and remediation operations. The information is fundamental to
understanding the local site hydrogeology and geology. Given that the potential or proposed
productive area may be large, the operator must provide a report that covers the entire productive -
area.

~ Rule 9B(7) requires the ope rator to plopose several plans to proactively address potential

problems that would be contrary to the interests of the state of New Mexico and its citizens. My
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testimony will address plans for monitor well% addressing wastes, minimizing pad size and
consolidating facilities, and developing the area. OCD witness Mr. Will Jones will address plans
for the drilling pxoolam and the mud-logging program. ‘

Monitor'wel]s. Rule 9B(7)(a) requires the operator to provide a ground water monitoring
program plan which must propose the locations of monitor well(s) to determine depth to water -
and saturated thickness, to obtain baseline water samples, and to detect releases. Requiring
Operators to have a ground water monitoring program ensures that the operator will help
determine the three dimensional extent of ground water aquifers in Santa Fe County and the
Galisteo Basin. According to the SEO’s Report on the Galisteo Basin, the aquifers in the -
Galisteo Basin are poorly defined. By requiring the operators to propose and install a ground

water monitoring program, OCD will be able to obtain much needed hydrogeologic information -
on the Galisteo Basin aquifers and will be better able to meet its obligation to protect fresh water
and human health '

Waste Management. ‘Rule 9B(7)(d) requires the operator to provide a waste management
plan that specifies how the operator shall collect, manage, and dispose of all wastes generated
during the drilling and production processes. A comprehensive waste management plan ensures
that an operator exploring in Santa Fe County and the Galisteo Basin will properly manage its
waste. Rule 10B(2) prohibits operators from disposing of waste onsite. All waste must be
collected, properly stored and managed, and safely transported offsite for final disposition.

Infrastructure. Rule 9B(7)(e) requires that the operator propose an infrastructure plan
that specifies how it will protect Santa Fe County and the Galisteo Basin by reducing the .
cumulative impact of the construction of well pads, including berms and ditches, and the
operations at related facilities, including pipelines, pump stations, and COmpressor stations.

" Drilling and production activities will necessarily have an impact on the environment. Operators

must propose plans that will minimize and mitigate undesirable impacts to the extent possible.
Obviously, the less surface area that is disturbed by roads, pipeline right-of-ways, drilling pads,
erc., the less negative impact on the environment. From a regulatory perspective, it is easier for -
OCD'to provide oversight of operations at centralized facilities. Operators may propose
procedures specified in BLM’s Gold Book that are already required on federal leases. Requiring:
the operator to carefully plan for the installation and operation of the necessary infrastructure,
which may include, roads; pads, pipelines; compressm stations, pump stations, junction boxes,
etc., will help plotect the environment.

Development plan. Rule 9B(7)(f) requires the operator to provide a production or
development plan that Specifies how the operator will develop the area if the exploratory wells
are productive, including the operator’s best estimate of the number and location of development‘
wells and related facilities. The more wells and production facilities that are necessary to
properly develop a new field, the more impact there will be on the environment. For large
discoveries, the operator might need dlrecuonally drill wells from a single location to properly
develop the reserves, prevent waste, and sull protect the environment.

Each of the plans specified in Rule 9B(7) is necessary in Santa Fe County and the Galisteo Basin .
because of the lack of existing oil field infrastructure. If new production is established, the '
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reserves cannot be successfully developed without comprehensive plans to address the issues
specified above and the reserves might be “wasted.”

Rule 9B(8) requires the operator to propose a written contingency plan for all releases with no
exclusion for de minimus amounts. The written contingency plan shall include:

' (a) best management practices for the prevention and detection of releases;
(b) instructions for notifying appropriate responders, with a contact list including current

- names, telephone numbers, e-mail addresses, facsimile numbers and addresses;

(c) identification of applicable equipment, materials and supplies available locally or
regionally to respond to releases, with advance arrangements for acquiring the equ1pment
materials and supplies; and

(d) response plans based on the severity and nature of the release.

Rule 9B(8)(a) requires operators to implement a pollution prevention program to prevent all

- releases, including de minimis releases. The proposed rule differs from OCD’s Rule 116, which

generally only requires operators to report releases of more than 5 barrels. Given that there is no
sure way of estimating the volume of a release by the size of the stained soil, OCD intends that
all releases be reported and addressed. However, releases may occur and when they do, the
operator should immediately detect the release and then report and mitigate the release regardless
of the volume. A detection and monitoring program is an essential element of any pollution
prevention program’s best management practices because it ensures that operators prevent

- pollution in the first place, immediately detect any release that does occur, and appropriately

remediate the release. The operator should propose a comprehensive detection and monitoring
program that addresses all phases of exploration and development in Santa Fe and the Galisteo.
Basin, from the initial siting of wells and facilities, to the production of oil and gas and the
operation of other facilities, through to the final abandonment of all wells and the
decommissioning of all facilities.

Rule 9B(8)(b) specifies that operators have the necessary information on hand and immediately
available so that if a release does occur, the operator can immediately notify the appropriate
agencies. When dealing with a release, the operator must know who to contact so that no time is
wasted and that the release is mitigated as soon as possible before it impacts surface water or

ground water.

Rule 9B(8)(c) specifies that operators identify as part of its contingency plan all applicable
equipment, materials and supplies it needs when it must respond to a release. When dealing with
a release, operators must know what equipment, materials and supplies to use and where to
obtain the necessary equipment, materials and supplies. Operators can store response equipment,
materials and supplies onsite, at a nearby staging area, or-have made binding prior arrangements
with a service company to provide the necessary response equipment, materials and qupphes In a
timely manner. «

Rule 9B(8)(d) requires operators to provide response plans for all releases. Existing Rule
19.15.16.12 NMAC (Blowout Prevention) specifies the general performance standards that
operators must take to prevent blowouts and requires operators to propose a blowout prevention
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program. Existing Rule 19.15.10.8 NMAC (Safety Procedures for Drilling and Production)
specifies the general safety standards that operators must achieve during drilling and production
operations, but does not require the operator to submit a written safety plan. Existing Rule
19.15.11 NMAC (Hydrogen Sulfide Gas (Hydrogen Sulfide)) already specrﬁes that operators
must submit a Hydrogen Sulflde Contmgency Plan to OCD. :

The response plans required by Rule 9B(8)(d) can be partly satisfied by the inclusion of the
already required a blowout prevention program and Hydrogen Sulfide Contingency Plan.

- However, operators must also provide a written safety plan which specifies in writing how it

would address other contingencies such as how to deal with fires, lost circulation, traffic

' accidents, pipeline ruptures, etc.

I, Glenn von Gonten, swear that the foregomg 1s true and correct

0 { (@M\ /\mé%ﬁ

enn von Gonten
Senior Hydrologist _
Oil Conservation Division

N

Subscribed and sworn to before me this 3" day of December 2(_)08,‘by Glenn von.‘Gonten. _

Comao 7//&%/»?

Notny Pubhc

My Commission expires:

_1’5?/02%?1




3086} |  S10991 3|6 NiEL |G ! di 24 Ejuég d 9O} 3O T1IM QHVONO-IHd 100 T13M GJYONO-IHd| 00-00-££002-610-0¢)
Ji0ee Si099 3i8 NEL |1 di 34 Bjueg d O] 340 1T13IM QHVYONO-INd £00 T13M GHVYONO-3Hd] 00-00-1€00Z-610-0€
301eZ | Sjolee 38 NiZL  ive d 84 Bjueg d 9 3d0 113IM QYVONO-IHd €00, T1E3M GHYONO-3IHd| 00-00-82002-6%0-0¢)
28251 | SiEBST ElL) Niyl 19¢ d| @4 Ejueg d 9 3dO T13IM GHVONO-IHd 200 EL JYVYONO-3Hd| 00-00-5200Z-6¥0-0€
3:066 Si0102 38 Nivl  {1€ di 84 Ejueg d 9 3d0 1T13IM QHVYONO-Idd 100 T13M QHYONO-3¥d| 00-00-+2002-6¥0-0¢
|__3i066 NiGLEC 318 Nigl il H di . 84 BjuEg A Ol Y340 ADY3INT NOLO3 | 100 T11™¥Y34 MOVIg| 00-00-22002-6¥0-0¢
30.6 Si06G| 36 NEL  iG | di 3d Ejueg d O, 340 173IM QHVYONO-IHd 100 T13M QYVYONO-IHd| 00-00-0200Z-6¥0-0€
31099 NOvY El7A NiLL ~ ize Vi d - @4 Elueg d 9 3d0 113AM QHYONO-3ud 200 113M GHVONO-3IYd| 00-00-81002Z-6¥0-0¢]
30861 | Ni086} 38 NGlI iZ¢ O d; 8 Eejueg d 91 340 T13IM QHVONO-IHd L00 T13M JdVYONO-3dd| 00-00-£1002-6¥0-0¢
3:1086) | Si0E€ 3i6 Ni€l 1§ di 94 EjuEg d 9 3d0 113M QHVYONO-3Hd 200 TI3M JVYONO-3dd| 00-00-91002-6¥0-0¢
P _M0S9L T NogE 3i6 NEL 2 di 94 Bjueg d 9i Ad0 TIAM QHVYONO-Iud 100 T1IM QIVONO-IHd| 00-00-G100Z-6¥0-0¢
304621 NO086L 38 Nivl  19¢ El S o4 Ejueg d 9 3dO 113M QHVONO-3dd 100 113M QHYONO-Idd| 00-00-01002-6+0-0¢
MOSYE | NiO6ZY 3i8 Nyl 192 O di 34 Ejueg d 9; 340 T1IM QHVONO-IHd 100 T1IM GHVYONO-Id| 00-00-6000Z-6¥0-0¢
3,066 S,066 36 Ni€l g d di @4 BjuEg d 9i 3d0 113M QYVONO-THd 100 T13IM AIVONO-IHd| 00-00-80002Z-6¥0-0¢
 Mi066 Ni099 Ei Nivl  i1c d d 84 EjUeg d 9! 3d0 11IM QHVYONO-3IHd 100 T13M QYVYONO-I¥d] 00-00-20002-6+0-0€
| AMo66 NIOEE 3:01 N4 a di 984 Bjueg d 9; 3dO T13M AYVONO-IHd 100, - T13M GYVYONO-34d| 00-00-9000Z-650-0€]
JI0LEC | NIOEE 316 NelL iy g di 24 Ejueg d 9O 340 T1aM Y¥VONO-IHd +00 __173M QHVONO-3Hd| 00-00-50002-6+0-0€
| 3086L1 N 0861 3i6 Niel 18 ) di. 94 Bjueg d O} 3d0O T13M QdVONO-34d 100 -T13M QJdVYONO-3dd] 00-00-#000Z-6¥0-0€
| Ji0ee N 3 NiLL  ce Vi d 94 EjuEg d 9/ 340 11IM QUYONO-IHd 100 - T13M gdVYONO-3dd| 00-00-£0002-6¥0-0€
_ 3i0ee S 3 NitL 8¢ g S| 84 Bjueg d O} 3dO T13IM QHVYONO-IHd 100 ~_113M QYUVYONO-Idd| 00-00-20002-6£0-0€
MI099 S 3 Ni¢gl  i€Z 1 d; 9od Ejueg d’ 91340 TIIM QYVINO-IHd 1M QHVONO-IHd
LUE SN, /M [-OUN | S/N j:dML 988 [N WeN:10je19do:: QLUEN;[ID

Before the OCC

Case 14255

xhibit 5

—~
[
-

OCD I




8002/1L/9

*dsujise.
= axhpsid
R
/!
F
: i 2
%




a4 BJUES

. Qi i

34O T1IM GHVONO-3dd

T13M GHVYONO-Id

w

[

00-00-++002-610-0¢y

a4 ejueg

340 113M QHVYONO-3Hd

113M GdVYONO-3dd

00-00-£¥002-6¥0-0c)

24 ejuES

3d0O TT3IM QHYONO-3dd

T13M dHVYONO-34d

00-00-2+002-6¥0-0€

24 elueg

340 113M QHVONO-Jddd

T13M JHVYONO-3dd

00-00-}+00Z-670-0cl

84 BluRg

. 34O T13M GHdVYONO-Idd

" 773IM QHVYONO-3Hd

00-00-0¥002-6¥0-0€

24 BlUES

34O T13M IVONO-IHd

T1IM QHVYONO-3dd

00-00-8£00Z:6v0-0¢ i

84 BJUES

3dO T13M QYYONO-IHd

113M GHVONO-3Hd

00-00-2£002-6¥0-0¢§

wiS it w iw i PR

ZiIZ \Z\Z 12121212

94 BJUES

o a0 o 00 i

340 T13IM QHYONO-IHd

"113M QYVONO-Id

00-00°9€002-6¥0-0CH

Ajunon

aweN-ioiessdO

AWEN: [|I9AA

# 113M IdV




<y

_ ON™ 18pI0™

.,.aam.c_.«mm._ -




wi = =
ol © o
R o 3
wtl o z
o — [{e]
o] (@) (o))
[e)] [ o
~— (8] (o]
LLl w w
© [qV] o]
zl =z z
< <t <
[79)
_(') < @
- W w
| —
< <
e L o
Wi = ]
ol « Q
Wi = 0
i o w
=} 2t 2
g1 o 2
o
g1 = s
c C C
s 3] o]
i o D
ol o o
Q 9] O]
[} .
. [®)]
1l boz
:JJ>Q2—
oemé<tf5
— -
902 O$<
JEEBED
}.—- —
OITWIO=E2S
- ) -
=
< offa)
T 0z
02l E3o
4
O W on=
<0 siEZ
J R ON—N"]
D W ZO=ZE=2
o ® ‘o
<t < <
Yo [ o
(e o o
RN -9
™ ~ ™~
< < <
et 2 Q@
(@ (] (o]
(8] [s2) (8]




YNVL ‘ONY ‘I¥S3 BOOZ G:14ybiaAdoy
paqna-1'gooz G:iybraAdod

Before the OCC
Case 14255
OCD Exhibit 6

.
oD anbiw ues

-
AjUNo D 84 BjuES

Kunoy (eaopues

abue| jonbiy ues ‘|eaopues ‘Aunog o4 ejues - uiseg oalsien




.)“ AVE OFTINW RADYCH
[‘I{H(n’ iy MICHEDIALL lll (’I\HIMFNI

Form C-1u4
Kevised 10-1-78

RIS S _K

C()NSEI'\’V/\"I‘I()N DIVISION
1L 0. BDX 2680 S R0 At

SANTA IFE, NEZW MEXICO 87501

Oll.

G NI UT DN

. v Pr‘DPU)‘\/ ID <///7
—— REQUEST FOR ALLOWABLE PoD® 283673 1-
- AND
AUTHORIZATION TO TRANSIORT OIL AND NATURAL GAS
1.
BLACK OIL, INC.
Addecena

“P.0. Box 537, Farmington, NM 87499
peo:on(;”miling {Check proper box)
X

Heow Wel|
(]

Change In OwnquhmD

Othet (Please explain)
Change in 'flun-porlev of:
ol X

Casingheod Gas D

Dy Gaw

O

Recompletjon

Condensate

1l change of ownership give name
and sddices of previous owner

11. DESCRIPTION OF WELL AND LEASE

Lense Name well HNo.| Pool Name, Including Formalion Kind of Lense Locas No.
Ferrill-HEsea 1 Cash Field, Gurley .Sand Siate, Federal or Fee Fee
Location
Unlt Letter H : 2310  Feet From The __NOTth  tine and 990 Feet Fiom The East
i
Line of Section 1 Township 13N Range 8E , HAPM, C:uunly

HI. DESIGNATION OI' TR ‘\‘\SPORTFR OF OIL AND NATURAL GAS
MNome of Authorized Trousporler of Of} or Condensote [} Address (Give address to which approved copy of this form is to be 1ent)
The Permian Corporation 202 Petroleum Plaza Bldg., Farmington, NM 87401
Hare of Authorizad Transporter of Casinghead Goas [} .ot Dry Gas {_] Addrens (Give address to which approuved copy of this form is to be sent)
T N T T "
{1 well produces ofl or Jiguids, , Unit , Sec, . . Twp. IRqa. Is gas actually connecled? ) When
Qive location of tarkse, 'I H : 1 ; 13N N 8E '.
If this production {s commingled with that from any other lease or pool, give commingling order number:
1¥. COMPLETION DATA : - ~
" O11 Well "V Gas Well leaw Well | Vlotkover TDeepen VPlug Back ' Same Hes'v,' Dilf, Rea's.
- Designate Type of Completion — (X) | X ; - ! ' ! !
s ) i s "
Date Spudded Reentry 10/2/85]Date Compl. Ready to Prod. Total Depth P.B.7.D.
___ Oct. 30, 1984 Nov. 12, 1985 3696 2792 f
[Elevationa (e R RT, CK, esc.j Nome of Producing Formation Top Clli/Gas Pay Tubir.g Depth
5884 GR Gurley. Sand(Basal Niobraka) 2740" 27720
Perlarotions Depth Casling Shoe
2 per foot 2740-2762" 2852

TUBING, CASING, AND CEMENTING RECORD

HOLE SIZE CASING & TUBING SIZE DEPTH SET SACKS CEMENT

12" 9-5/8" 364 364" To surface

8-5/8" 7" 234# 1820' 200_sks_50/50 pos to surf

6~1/4" 4-1/2" 2852" 200 sks 50/50pos
2-3/8" tuhing t 277¢0" i None.

V. TEST DATA AND REQUEST FOR ALLOWABLE

OIL WELL,

(Test must be after recovery of sotnl volume of load oil and -must be equal to or excead top allow -
able for thia depth or be for full 24 hours)

Date il tiew QOUl Run To Tonks Date of Tost Producing Method (Flow, pump, gas {ift, efc.)
Nov. 12, 1985 Nov, 12, 1985 swabbing
Langth of Tuat Tublng Pressure Caeing Pransswe Choke Stre
12 hours 3504#s None
Actual Prod, Duting Test Oil-Bbla. Water - Bbls, Gas-MCF
Calculated 30 bbls/day 15 3 bbls. (frac water) TSTM

GAS WELL

(A:lual Prod, Test-MIM/D

Leangth of Teat

Bble. Condensale NMCF

Gtavity al Condensale

Tewing Metrod {pitol, back pr.}

Tubing Prasewae (shut-1n )

Casing Mresaars { Shut-in )

Chouke Size

VI CERTIFICATE OF COMPLIANCE

I hereby cestify that the rulca and regulations of the 0!l ‘Conurrvnnnn
Divisiva hsve hean compliad wWith and that the Informetlon glven
pbove ts.true and coiaplete to the best of my knowledyge and halief,

-7

/g:;zy/ - l{<35;;/5//I:——/

(Signature)

_President, Black 04], Inc.
(Title) -

_November 12, 1985

thate)

i

L

0

APPROVED

DISTRICT SUPERVISUR

TITLE

This {orm L to be {{lod in complisnce with ruc e l\bl‘.

I thia 18 a tequest {or allowab
well, this fornm must be sccompento
foals tshen on the well In accoutdn

lo for a newly diilled or deepene:!
Jd by & tabulation of the devietiun
nce with mULE 311,
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- PRODUCTION FROM THE BLACK FERRILL #001 30-049-20022

Through October, 2008

Gas Oil Water
0 882 bbls 179 bbls
Before the OCC
Case 14255

OCD Exhibit 8




State of New Mexico
Energy Minerals and Natural Resources
S
g RBREublV
Oil Conservation Division S

1220 South St. Francgdgry » o8] AMENDED REFORT
Sama Fo. N g7 4001 UEG 13 AM 8 27

District |
1625 N. French Dr.. Hobbs, NM 88240
District I

“ 1301 W.Grand Avenue, Artesia. NM 88210
District I '
1000 Rio Brazos Road, Aztec. NM 87410
District IV
1220 S. St. Francis Dr., Santa Fe. NM 87505

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

Form C-101
May 27. 2004

lEnDo appropriate District Office

* OGRID Number
240497

" Operator Name and Address

Tecton Energy, LLC

3000 Wilcrest, Suite 300

Houston, TX 77042 “API Number

0- Y9~ 200 Y5

—

* Property Code ¥ Property Name ® Well No.
Bruce Black 1-2
“ Proposed Pool | " Proposed Pool 2
Wildcat - Entrada
7 .
Surface Location
UL or lot no. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
1 13N SE H 2321.65° North 1055.92° East Santa Fe
§ Proposed Bottom Hole Location If Different From Surface
UL or lot no. Section Township Range Lot Idn Feel from the North/South line Feet from the East/Wesl line County

Additional Well Information

" Work Type Code " Well Type Code '* Cable/Rotary " Lease Type Code '* Ground Level Elevation
N 0 R P 5884.29°
* Multiple ' proposed Depth " Formation " Contractor * Spud Dame
No 5500’ Entrada TBD May 2008
"Depth to Groundwater 207 to 700° Distance from nearest fresh water well 172587 Distance from nearest surface water 3157
Pit Liner: Synﬂwctic 3 mils thick Clay D Pit Volume:____ bbls Drilling Method: Rotary

Closed-Loop Svstem X Fresh Water X Brine [ ] Dicsel/Qil-based [1 Gasair N

21 —
Proposed Casing and Cement Program

Hole Size Casing Size Casing weight/foot . Setting Depth Sacks of Cement Estimated TOC
17.5” 13.375”. S54.5# J-58 1500° 1850 Surface
12.25” 9.625” 36# J-58 3000° 1650 Surface
8.75” 7.0”. 26# 1.-80 5500° 960 Surface

¥ Describe the proposed program. If this application is to DEEPEN or PLUG BACK, give the data on the present productive zone and proposed new productive zone.
Describe the blowoul prevention program. if any. Use additional sheets if necessary.

This well is designed to test the Entrada which is the primary target at an anticipated TD of 5500°. Other potential shallower oil
pays which might be encountered include the Point Lookout, Niobrara, Dakota, and Morrison. The surface casing interval will be
drilled using a large water well rig and a fresh water mud system to provide maximum protection of the ground waters in the area.
The intermediate and production casing intervals will be drilled using a conventional rotary drilling rig employing a closed loop
-system and Clean Faze mud system (an environmentally friendly foed grade starch based system). Tecton reserves the right to drill
the production casing interval with a air mist system. This will depend upon equipment availability and noise abatement issues.
The formations to be encountered are anticipated to be normally pressured based on other wells previously drilled in the area. This
is a non-standard oil well location (it is however a standard gas well location. The well is being drilled from the same drill pad as
the Black Ferrill #1 to demonstrate and establish the ‘“drilling island” concept. Closest water well is #RG 51928.

BOP will be a double ram rated at S0004.

This well should be considered a tite hole.

| hereby certify that the information given above is true and complete to the

OIL CONSERVATION DIVISION

best of my knowledge and belief. ¥ further certify that the drilling pit will be
constructed according to NMOCD guidelines a gencral permit ||, or

nes Approved by:
an (attached) alternative OC])-approved\m@ L__J(//

- I
Printed name: G. L. Christensen /,a///y////‘““‘*"'”"“""""~--~»~—._.,. Title:
/ Ll

Title: VP — Operations & Engineering Approval Date: Expiration Daie:

E-mail Address: cchristensen @tectonenergy.com

Before the OCC
Case 14255
OCD Exhibit 9

Date: December 5, 2007 Phone: (281) 668-806% Conditions of Approval Atiached [[]




Distret 1

1625 N. French Dr_, Hobbs, NM 88240
District I ' )
1301 W. Grand Avenue, Artesia, NM 88210

State of New Mexico
Energy, Minerals & Natural Resources Department

OIL CONSERVATION DIVISION

Form C-102
Revised October 12, 2005
Submit to Appropriate. District Office

Distriet 11 v _ . State Lease - 4 Copies
1000 Rio Brazos, Aztec, NM 87410 1220 South St. Francis Dr. Fee Lease - 3 Copies
District IV )

Santa Fe, NM 87505

1220 8. St. Francis Dr., Santa Fe, NM 87505 [J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

* API Number ? Pool Code * Pool Name
Wi - Entrada
30 ——04/9—1006/( ildcat n
* Property Code ® Property Name © Well Number
Bruce Black 2 '
" OGRID No. * Operator Name ° Elevation
240497 Tectou Energy, LLC 5884.29 -
10 -
Surface Location
UL orLotno. | Section | Township Range Lot Idn Feet from the North/South line Feet.from the East/West line County
1 13N. | 8E H 2321.65' North 1055.92 East Santa Fe
11 : . ; '
Bottom Hole Location If Different From Surface
UL orLotno. | Section [ Township | Range Lot Idn Fect from the North/South line - Feet from the East/West line County
?Dedicated Acres | Jointor Infill | Consolidation Code’ | ** Order No.
40.0

No allowable will be assigned to this completion until all interests have been consolidated or a non standard unit has been approved by the

division '

16
WELL SITE 2
ELEV = 5884.29
NAD 83 CENTRA

GRID N:1596388.
GRID E:1703894.
LATITUDE: 35°23
LONGITUDE: -104

L. ZONE.
49
£33
14.959"

°02'13.293"

Section Comer
USGLOS Brass Cap

A 7 OPERATOR CERTIFICATION
I hereby certify that the information contained herein is true
and complete to the best ofmy knowldege and belief, and
that this orybnizaﬁon either owns a working inters or
unleased mineral interest in the land includin'g‘the pro'posed

I;onome hole location or has a right to drill this well at this

| N location pursuant to a contract with an owner of such a
ol ™
lml ) ; 1 or working @ , or to a voluntary pooling
or .
{Gl agreement or a compulsory pooling order heretofore entered
[}
1S
% 7z__|
il
|>': Signatlire . Date
= )
i1zt
|D: G.L. CHRISTENSEN, VP Operations and Engineering
:ol 1055.92' Printed Name
|u| il Tecton Energy, LLC cchristense AL
wi , {281)668-806
SEGRION 1 77
[ o 18
I N 2 SURVEYOR CERTIFICATION
Iy
::l oy gtﬁgl’//// I hereby certify that the well location shownjon Yhis plat
I [\ etag C
Iv"L /////’ - was plotted from field notes of actual surveyd mad b,
) h_':/// .
8 e e

me or under my supersvision, and that the s K5t

and correct to the best of el

" /,
/ 2/ L0

Date of Survey
e . {10
Signature and Sea essina

Iveyor

&)
SURVEYQ)

N

FESSTONN.
NMPS 10988

Certificate Numbcx\

=~




Sistriet §

16025 N, French D,
District 1)

1301 W, Grand Avenue. Artesia, NM 88210
District

1000 Rio Brazos Road.
District 1V

1220 S St Franvis Dr.

Hobbs, NM 88240

Aztec. NM 87410

Santa Fe. NM 87503

State of New Mexico
Energy Mmemls and Natural Resources

“Oil Conservation levi‘s(emb
1220 South St. Fry
Santa Fe, NM

A

Form C-10]
May.27. 2004

L i v ES@“H 1o appropriate District Office
&ﬁo&ﬂ 13 AN 8 27 U AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

Wildcat - Entrada

" Operator Name and Address “OGRID Number
Tecton Energy, LL.C 240497
3000 WllClest uite 300 S PTNoer
Houston, l“( 77042 0. O Y .? ,_"2 oo qe{
. R [ £
T Property Code 3 Property Name * Well No,
Tecton Ortiz 26-1
“Proposed Pool | " Proposed Pool 2

7 .
Surface Location

Closed-Loop System X

UL or 1ot e, Section Fownship Range Lot Idn Feet from the North/South tine Fect from the Fast/West line County
26 14N 8E M 660’ South 660° West . Santa Fe
* Proposed Bottom Hole Location If Different From Surface
UL or ot no. Section Township Range 1ot Idn Feet from the North/South line Feet lrom the East/West line County
-
Additional Well Information _
" Work Type Code T Well Type Code ' Cuble/Rotary M Lease Type Code " Ground Level Elevation
N O R S 5855
" Multiple "7 Proposed Depth ™ Formation " Contractor * Spud Dute
No 8000° Entrada TBD May 2008
Depth o Groundwater Est 257 to 1000’ Distance from nearest fresh water well - 2175? Distance from nearest swrface water— 2100°
Pic I._‘incr: Synthetic D __milsthick  Clay [:] Pit Volume: bbls Drilling Method: Rotary

Fresh Water X Brine [] Diesel/Qil-based [] Gas/Air X

2l .
Proposed Casing and Cement Program

Hole Size Casing Sizc Casing weight/foot

Setting Depth Sacks of Cement Estimated TOC

17.57 13.375” 54.5# J-55 1500° 1850 Surface
12.25" 9.625” 36# J-55 4500° 2500 Surface
8.75" 7.07 264 L-80 8000’ 1400 Surface

Deseribe the praposed program.

is a standard oil well location. Closest water well #RG 61028..
BOP will be a double ram rated at S000#,

This well should be considered a tite hole.

I this application is 10 DEEPEN or PLUG BACK. give the data on the present productive zone and proposed new productive zone.
Deseribe the blowout prevention program, ifany. Use additional shects il necessary. ‘
This well is designed to test the Entrada which is the primary target at an anticipated TD of 8000°. Other potential shallower oil
pays which might be encountered include the Point Lookout, Niobrara, Dakota, and Morrison. The surface casing interval will be
drilled using a large water well rig and a fresh water mud system to provide maximum protection of the ground waters in the arca.
The intermediate and production casing intervals will be drilled using a conventional rotary drilling rig employing a closed loop
system and Clean Faze mud system (an environmentally friendly food grade starch based system). Tecton reserves the right to drill
the production casing interval with an air mist system. This will depend upon equipment availability and noise abatement issues.
The formations to be encountered are anticipated to be normally pressured based on other wells previously drilled in the area. This

= Fherehy certify that the information given above is true and complete to the

OIL CONSERVATION DIVISION

hest of my knowledge and belielt 1 further certify that the drilling pit will be

constructed according to NMOCD guidelings D F) ,\,ulu:}l/;ﬁmm . or
an Gitached) alternative OCD- .lppm\(d(ﬁ}ﬁ/} l;] ;

Approved by:

Printed name: Go L, Christensen d

P
S

Title:

Title: VP = Operations & Engineering

L

Approval Date: Expiration Date:

F-mail Address: echristensen@ tectonencergy.com

yare: Deeember 12, 2007 Phone: (281) 668-8065

Before the OCC
Case 14255

Conditions of Approval Attached D

OCD Exhibit 10




District |

1625 N. French Dr., Hobbs, NM 88240
Distoict

1301 W. Grand Avenue, Anésia, NM 88210
District 11

1000 Rio Brazos, Aztee; NM 87410

District IV .

1220 S, St. Francis Dr., Santa Fe, NM 87505

Energy, Minerals & Natural Resources Department
- OIL CONSERVATION DIVISION

1220 South St. Francis Dr.

L ——————

Form C-102
Revised October 12, 2005
Submit to Appropriate District Office

State of New Mexico

State Leasc - 4 Copies
Fee Lease - 3 Copies

Santa Fe, NM 87505 | .
: (] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

' API Number - ? Pool Code * Pool Name
Wildcat - Entrad
30“01’/9’20074 » ‘Wildcat - Entrada
‘ Property Code * Property Name ¢ Well Numbér
TECTON ORTIZ 26-1
"OGRID No. 8 Operator Name * Elevation
240497 Tecton Energy, LLC 5855.0"
10 .
Surface Location
UL orLotno. 1 Section | Township: Range Lot Idn Feet from the North/South line Feet from the East/West line County
"IPROJ. 26 14N. | BE. M 660" South . 660 West ‘Santa Fe
11 . . j
Bottom Hole Location If Different From Surface
UL or Lot no. Section Township Range | Lotldn Feet from the North/South line Feet from the East/West line County
2 Dedicated Acres | Joint or Infill | ™ Consolidation Code | ** Order No.
40.0

No allowable will be assigned to this completion until all interests have been consolidated or a non standard unit has been approved by the

division

16

ORTIZ MINE [GRANT

!7OPERATOR CERTIFICATION

T hereby certify that the information contained herein is true
and complete to the best of my knowldege and belief, and
that this organization either owns a working inters or ]
unleased mineral interest in the land including the ])ropt)sgd
bottorne hole location or has a right to dnll this well at this
location pursuant to a contract with an owner of such a

mineral or working interest, or to a voluntary pooling

PROJECTED

agreement oy u compulsorypooling order heretofore entered

\ Date

U /2/2/6
ignature ~L {e .
G.L. CHRISTENSEN, VP Operations and Engineering
Printed Name :

Tecton Energy, LLC - !:
(281)66

T SECT]
UNSURVEY|
WITHIN

ON 26
ED SECTIO
GRANT

N

* SURVEYOR CERTIFICATION

I hereby certify that the well locdtion shown on this p

WELL SITE 26-1

ELEV = 5855.00

NAD 83 CENTRAL 20NE
GRID N:1602869.072

GRID E:1694029.194

1 35°24'19.248"
DE: -106°04'12.304"

660

660

/272 o7

‘Date of Survey

Signature and Seal

NMPS 10988
Certificate Number

!




District |
1025 N French Dr. Hubbs, NM 88240
301 W Grand Avenue. Artesia. NM 882 [0
Distriet i

0 Rio Brazos Road. Azice. NM 87410
Distric 1V
122005 St Francis Dr. Santa Feo NM 87505

State of New Mexico
Energy Mineru_ls und Natural Resources

Oil Conselvatxon Dzvnxﬁ(‘mﬁ \,, f
1220 South St. Francis Dr.

Santa Fe, NM 8752337 UEC 13 Hm 8 28

Form C-101
May 27. 2()()4

VSE11|D() appropriate District Office

(] AMENDED REPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

: Operator Name and Address
Tecton Energy, LLC
3000 Wilcrest, Suite 300
Houston, TX 77042

- OGRID Number
240497

“APINumber

- 049200 47

~ Property Code

Y Property Name

Tecton State 16 1

 Well No.

" Proposed Pool |

Wildcat - Entrada

" Proposed Pool 2

7 Surface Location

Fect from the

UL o 1ot no. Section Fownship Range TLotJdn Feet from the North/South line Eust/West line County
16 14N 9L M 597.63 South 656.77 West Santa Fe
8 , . S .
Proposed Bottom Hole Location If Different From Surface
U or ot no, Section Township Ringe Lot ldn Feet from the North/South line Feet from the Eas/West line County

Additional Well Information

% Giround Level Elevation

TWaork Tyvpe Code " well Type Code '* Cable/Rotary " Lease Type Code
N 0 R S 6273.88
" Multiple 7 Propesed Depth " Fornution " Contractor * Spud Date
No 7500° ¢ Entrada TBD May 2008

100 to 600°

Depth to Groundwater

Distance from nearest fresh water well - 9007

. . N b
Distance Trom nearest surface water 890

Pie Liner: Svithetic D

Closed-Loop Svstem X

mils thick  Clay ] kit Volume: hbls

Drilling Mcthod: Rotary

Fresh Water X Brine [ Diesel/Oil-based D Gus/Air X

21 .
Proposed Casing and Cement Program

Hale Size Casing Size Casing weight/foot

Setting Depth Sacks of Cement Estimated TOC

17.57 13.375” 54.5# J-55 1500° 1850 Surface
12.25"” 9.625” 36# J-55 4000° 2200 Surface
8.757 A 26# L-80 7500 1330 ‘Surface

is a standard oil well location. Closest water well is RG 58674,
BOP will be a double ram rated at 50004.

This well should be considered a tite hole.

Describe the proposed prograny I this application is 10 DEEPEN or PLUG BACK. give the data on the present productive zone and proposed new productive zone,
Describe the blowout prevention program, il any. Use additional sheets if necessary.
This well is designed to test the Entrada which is the primary target at an anticipated TD of 7500°, Other potential shallower oil
pays which might be encountered include the Point Lookout, Niobrara, Dakota, and Morrison. The surface casing interval will be
drilled using a large water well rig and a fresh water mud system to provide maximum protection of the ground waters in the area.
The intermediate and production casing intervals will be drilled using a conventional rotary drilling rig employing a closed loop
system and Clean Faze mud system (an environmentally friendly food grade starch based system). Tecton reserves the right to drill
the production casing interval with an air mist system. This will depend upon equipment availability and noise abatement issues.
The formations to be encountered are ‘mtlupatc(l to be normally pressured based on other wells prevnously drilled in the area. This

= 1 hereby centity that the information given ahove is true and complete o the
best of my knowledee and beliet. [ further certify that the drilling pit will be
constructed according to NMOCD guidelines D a g.,tnu,.ll permit (lor
an tattached) alternative OCD-approved pla&D

-

OIL CONSERVATION DIVISION

Approved by:

Title:

| I)rnflud name: G. L. Christensen ///k/

Tide: VP = Operations & Fngineering

Approval Date: Expiration Date:

Fomail Address: echristensen@tectonenergy.com

Nate: Pecember 5, 2007 Phone: (281) 668-8065°

Before the OCC
Case 14255

Conditions o Approval Attached O

OCD Exhibit 11




District |

1625 N. French Dr., Hobbs, NM 88240

District 11

1501 W. Grand Avcnue, Artesia, NM 88210

District I

1000 Rio Brazos, Aztec, NM 87410 -

District 1V

1220 S. St. Francis Dr., Santa F

Form C-102
Revised October 12, 2003
Submit to Appropriate District Office

State of New Mexico
: Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

State Lease - 4 Copies
Fee Lease - 3 Copies

¢. NM 87505 " [[] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

*API Number ? Pool Code ’Pool Name
3.0 _‘0%,9_ 200 17,7 Wildeat - Entrada
* Property Code’ : * Property Name °* Well Number
‘ Tecton State #16 1
7()GRID No. ‘ Operator Name ’ E]CVﬂliOn
240497 Tecton Energy, LLLC 6273.88
10 .
Surface Location
UL or Lot no Section | Township Range Lot idn Feet from the North/South line Feet from the East/West line County
16 14N | 9E M 597.63' South 656.77° West Santa Fe
11 ) . o g
Bottom Hole Location If Different From Surface
UL or Lotno. | Section | Township Range Lot Idn Feet from the North/South hne Feet from the ~East/West line County
*Dedicated Acres | Joint or Infil! | Consolidation Code | '* Order No.
40.0 | : ‘

No allowable will be as
division :

signed to this completion until all interests have been consolidated or a non standard unit has been approved by the

16

¥ '"OPERATOR CERTIFICATION
I hereby certify that the information contained herein is true
and complete to the best of my knowldege and. belief, and
that this organization either owns a working inters or
unleased m;‘nerul interest in the land including the propoesed
bottome hole location or has a right 1o dnll this well at this

location pursuant to a contract with an owner of such a

mineral or working interest, or to a voluntary pooling

agreement or a compulsory pooling order heretofore entered
s .

by the divibiui

125707

Date

Signature

G.L. CHRISTENSEN, VP Operations and Engineering
Printed Name
Tecton Energy, LLC !

. {281)668-8065

Found Rebar @ stone
for ¥; Corner Section 16

SECTION 16

“SURVEYOR CERTIFICATION

I hereby certify that the well location shown on this plat
was pldtiedfromﬁeld notes of actual surveys mad by

me or under my supersvision, and that the same is true

656.77" %E

£9°265

550411

WELL 16-1
ELEV=6273.88
NAD 83 CENTRAL ZONE
GRID N: 1614434,912
GRID E: 1715310.152
LATITUDE: 35°26'13.186"
LONGITUDE: -105°59'54.854"

Found Rebar with 7014 cap
at Southeast Section Corner
Section 16

N 89°1929" W

NMPS 10988
Certificate Number




C104AReport B Page 1 of 1

District 1Y State of New Mexico Form C-145
1220 S. St Francis Dr., Santa Fe, NM 87505 . Permit 36372
Phone:(505) 476-3470 Fax:(505) 476-3462  Energy, Minerals and Natural Resources

' Oil Conservation Division
2006 UG 32
W6 AUS 32 PM 1 25 12205, St Franeis Dr.

Santa Fe, NM 87505

Change of Operator
»Prévious Operator Information New Operator Information
Effective Date: {9/1/2006 ]
OGRID: 2453 OGRID: 240497
Name: BLACK OIL INC Name: TECTON ENERGY, LLC
Address: PO BOX 537 Address: 3000 WILCREST
Address; Address: SUITE 300
' City, State, Zip: FARMINGTON , NM 87499 City, State, Zip: HOUSTON, TX 77042

I bereby certify that the rules of the Oil Conservation Division have been complied with and that the
mformahon on this form and the certified list of wells is true to the best of my knowledgu and belief.

Prevnous Operatoyﬁ)ﬂ/wﬂ/ ¢ New Operator

Signature: )!4(/ 61// - Slgnature:

Printed 50 DeAE “/}/4 22 _ Printed

Name:  Lpzicee 4. Zrme - Name: G L a[w.‘s vze».u/m

Title: . 4/?5(5,0’;,4/# Title: V/D OE-Q,-;JLN J—J{W mu.rhj

Date: J)i/,f)i £’ Phone: jfﬂ-ﬁ,.j’Z‘)—’?'J’s’Sh Date: 8{ Zf{pé Phone: glez g; 8 ggé_(
NMOCD Approval

Electronic Signature: Ed Martin, District 4
{Date: September 05, 2006 |

Before the OCC
Case 14255
OCD Exhibit 12

http://www.emnrd.state.nm.us/OCD/ OCDPermitting/Report/ C104A/C104AReport.aspx?P... 8/28/2006




flug @U 2UUU 1:011'M 1LCIUM LMLRGY P1UY/RLUUA P

ClOtM;Repqrt C‘S&S’) 4 06 B 5%2' | X/"Z‘g/ag

4

d rage Lotl
9520‘7%7 %
Dalre — State of New Mexico - - FomC-us5
4 aate NM
ThObGLS02) 4763478 Pos (it Emergy, Minerals aod Notural Resonrees | 00 0564
Qil Conservatinn Division
1220 S. &t ¥ranels Dr.
Santa Fe, NM 87505
Change of Qpeiatur
it
Previous (Iperator Information _ ‘ Nzw Operator Irformation ,
Effautive Dals:  [3728/2008 ]
OGRID: 240497 ‘ - OGRID: 261973
Name: TECTON ENERQY, LLC Name: TECTON ENERGY OPERATING, LLC
Address: 3000 WILCREST ~ ° Address: 3000 WILCREST, SUITR 360
Address: ° Sulizsw ‘ " Address:
City, Stmwe, Zip: HOUSTON , TX 71042 City, State, Zip: HOUSTOR , TX 77042

I hr.mhy rertify that fhe miles nf the (4] Cangenmtion Divicion hovs bem pomplioad with oxd that (ha
mlunuuidon on dds form and the:cardded (isr o1 wetis (8 Luo i the best of rmy knowledge and bellef.

Frevians fiperator o Now Operatar
amm%Qc:‘?m Sigonm e 2NN (A

Namer Poyd - Puiel N 'Dﬁwuk C. _Wwd

s, Tite: \JP @M‘l ndy

; ' 14/08  phone: 26] ~66% - $b7F

‘liﬂt_;

Niate Dato;

NMOCD Approval
Electronic Signature: Ed Martin, District 4

Date: August 26, 2008

Bitp://www.emnrd state.nm.us/OCD/OCDPermitting/ReportiC1 M4A/C104ARepart aspx?P...  8/26/2008
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THE BOARD OF COUNTY COMMISSIONERS OF
SANTA FE COUNTY

ORDINANCE NO.200§- {4

AN ORDINANCE DECLARING A THREE MONTH MORATORIUM ON
APPLICATIONS TO DRILL AN OIL OR NATURAL GAS WELL,
DECLARING AN EMERGENCY

WHEREAS, exploration for crude oil and natural gas occurred in the 1980s in
the Galisteo Basin in Santa Fe County, where sixteen oil wells were drilled;.

WHEREAS, although most of the sixteen wells were plugged and abandoned
many years ago, one still active well was reworked in February 2007 by an oil and gas
operatot who has plans to drill at least eight addltxonal wells;

WHEREAS the only source of County regulation of oil and gas exploration and
production is found in Article II Section 5 of the Land Development Code, a section that
governs mmmg in general but does not contain specific provisions that address oil and
natural gas exploration and prodhiction;

WHERFAS it i3 unperatlve that applications to drill wells, explore and produce
crude oil and natural gas be addressed under a modern, complete, specific and effective
zoning and development ordinance; :

WHEREAS, County staff has prepared such an ordinance that draws on
ordmances in place in numerous counties and cities throughout the Umted States;

WHERFAS the draft ordinance has had only limited pubhc mput thus far and
W1ll Tequire an extensive pubhc process before it s ready for public hearmgs and
"-adoptlon arid a schedule for that pubhc process has been promulgated that mcludes two
public. meetmgs a period for written comments from the public, a full day public hearmg,
and a second public hearmg and poss1b1e adoptlon of the ordmance in late.J anuary,

WHERLAS an oil and gas operator has pubhcly stated that it will flle exght
apphcatlons to drill new oil and gas wells within the Galisteo Basin;

WI-[ERI TAS, if such apphcatlons were filed prior to enactment of a specific 011
and gas ordmance confusion would result over whether the pending applications should
be processed under the existing ordmanoe or the new ordinance;

WHEREAS, it is critical to the health, safety and welfare of citizens of the
Galisteo Basin who are about to be impacted by oil and natural gas drilling that the
process for adopting a new ordinance be allowed to run its course, without being affected
by concerns over the effect of eight applications.on the County s current or future
regulatory authority;

Before the OCC -

Case 14255
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WHEREAS, allowing an application to be processed under the circumstances
could result in significant irreparable damage to the human and natural environment; and

WHEREAS, new applications for oil and gas should not be accepted until the

County's regulatory authority over oil and natural gas exploraﬂon drilling and production
has been clarified in a new ordinance. :

BE IT ORDAINED BY THE BOARD OF COUNTY COMMISSIONERS OF 2
SANTAFE COUNTY
1. A three-month moratorium on applications to drill an oil or natural gas well is
hereby imposed: No application to drill an oil or natural gas well will be accepted or -
processed until the three month waiting period has passed. :

2. An ordinance governing ol and natural gas exploration, drilling and
production shall be presented to the Board of County Commissioners for consideration
and adoption prior to the expiration of this moratorium.

3. Anemergency is hereby declared because of the stated intent of an oil and gas
operator to file eight applications to drill new oil and gas wells within the Galisteo Basin

and the need for the County to enact an ordinance that directly governs oil and natural gas
product1on : :

4. Ttis necessary for the protection of the public health, safety and welfare that
this ordinance take effect ’immediately upon recordation.

5. This ordinance will cease to be of effect three months from the date of
recordatxon

PASSED AND ENACTED THIS 27th DAY OF NOVEMBER, 2007.

THE BOARD OF COUNTY CON[M[SSIONERS
OF SANTA FE COUNTY, NEW MEXICO
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Approved as to form:

Q5

St:apheﬁ C. Ross, County Attorney
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THE BOARD OF COUNTY COMMISSIONERS
OF SANTA FE COUNTY

ORDINANCE NO. 2008 - 0,3

ENCY INTERIM DEVELOPMENT ORDINANCE FOR A TWELVE
PERIOD PROHIBITING DEVELOPMENT APPROVALS OR
‘OF PERMITS FOR ZONING AND SUBDIVISION MAPS, NON-
ORMING USES, SPECIAL AND CONDITIONAL USES AND :
ONS, USE AND AREA VARIANCES FOR OIL, GAS, AND GEO- -
ING AND EXTRACTION WITHIN THE GALISTEO BASIN
ENCING ON FEBRUARY 28, 2008, AND TERMINATING ON.
009, AND PROVIDING FOR AN EXTENSION TO AUGUST 27,
ED IN THE LEGISLATIVE DISCRETION OF THE BOARD OF
MMISSIONERS, UNTIL THE ADOPTION OF A GENERAL PLAN

NT, A GALISTEO BASIN AREA PLAN, A CAPITAL '

[ENT AND PUBLIC SERVICES PROGRAM, CREATION OF A
VEMENT DISTRICT FOR THE GALISTEO BASIN, AND
) THE LAND DEVELOPMENT CODE, ADDRESSING AND
ONSIDERATIONS OF PUBLIC HEALTH, SAFETY,
ORICAL, ARCHAEOLOGICAL, FISCAL, ECONOMIC,
(FRASTRUCTURE AND SERVICES, GROUNDWATER
ONMENTAL AND THE PUBLIC NUISANCE IMPACTS OF
SUCH GRADING DRILLING AND EXTRACTION.

S the State of New Mexico, Office of the Governor, Bill Richardson,
tive Order 2008-004, dated the 24th day of January, 2008, imposing a
um on the processing and approval of applications for permits for oil
anta Fe County and the Galisteo Basin within the County until a fair
tion and assessment by all state executive agencies with relevant
xpertise (“Executive Agencies”) of state laws, regulations, policies and
-is conducted concermning the water, environmental, economic,
“archaeological impact of drilling and extraction of oil and gas that
he interests of the State of New Mexico and its citizens;

Before the OCC
Case 14255
OCD Exhibit 15
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_ WHEREAS, Santa Fe County has previously adopted Ordinance No. 2007-14,

~dated November 27, 2007, placing a moratorium on the acceptance and processing of -
applications to drill an oil or gas well for a period of three months or until the 28th day of
February, 2008; - -

- WHEREAS, Ordinance No. 2007-14 declared an emergency affecting the public
‘health; safety and welfare by reason of applications for drilling new oil and gas wells
-.;wi_thih‘the,G_alisteo Basin without adequate planning, health and safety standards for the
location; operation and mitigation of the effects of oil and gas drilling and without

priate provisions in the County’s General Plan and Land Development Code to

sure. tha significant irreparable damage to the human and natural environment does not

LREAS, the County’s General Plan and Article III, Section 5 of the Land

Code, have inadequate provisions and standards relating to oil, gas, and
drilling and/or extraction necessary to prevent a catastrophic impact upon the
alth;: 'aféty, fiscal and economic, environmental, historic-cultural and

ogi nfrastructure and public service provision and protection of property

1g trom such grading, drilling and extraction activity;

REAS;;the-County i proposing to prepare and adopt amendments to the

W Galisteo Basin Area Plan; a Capital Improvement and Public

(CIP); creation of a special improvement district for the Galisteo Basin;
ndmients to the County’s Land Development Code necessary to implement such
Amniendiment, Area Plan, Special District and CIP to guide the location and
“adequate fire, emergency, police and health services, roads, water and _
nagement, water pressure and storm water infrastructure and services, and
tablish appropriate sustainable design, location, use, and construction conditions and
rotect the public from environmental, water aquifer pollution, fiscal, '
afety, historic-cultural and archaeological damage from oil, gas, geo-
mineral grading, drilling and extraction activities;

AS, the Executive Agencies' reports will not be available until June 24,
ndings, standards and remedial measure promulgated by such reports will

1g preparation and adoption of appropriate provisions into the County’s General

: "',Vf"ldpmentb Code and new Galisteo Basin Area Plan, and to establish a new
ment District, Capital Improvement and Public Service Program

to implement State and County recommendations;

REAS, the County will require the engagement of planning, fiscal,

et, environmental and engineering consultants and-attorneys, to analyze

ommend appropriate planning, fiscal, economic, capital infrastructure and public
vailability, environmental, water, health and safety goals, objectives, policies,

gies; standards and conditions related to the adoption and implementation of the .

dditional five months of analysis by the County staff consultants and officials,

M-
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~ General Plan amendments, a new Galisteo Basin Arca Plan, Special Improvement
e Dlstnct and Capital Improvement and Public Services Program;

: ~ WHEREAS, the County will require extensive hearings and workshops to solicit
e ~public input, evaluation and recommendations after the County staff consultants and the

- Executive Agency recommendations are received on or after June 24, 2008, and the
. adoption of this Interim Development Ordinance is necessary to ensure the benefits of
S 'penmttmg complete discussion and participation by citizens, concerned groups,
developers, operators and property owners who will be affected by consideration of

mendments to the General Plan and Land Development Code, adoption of a new
Galisteo Basin Area Plan, Special Improvement District and Capital Improvements and
lic Servxces Program, without having a race of diligence with owners filing and

the formulation and public discussion of the new plans, CIP, Special D1stnct and Land
opment Code regulations;

WHEREAS the County requires additional time to identify and/or secure
ditional-dedicated funding for administrative, planning, departmental and special
Xpenses, attorney’s fees, consultant studies, extension of capital improvements
,ubllc services, including obtammg financial commitments from the State and other

WHEREAS given the scope of the issues and areas to be addressed by

nts to the general plan, a new area plan, a capital improvement and public -

TVICS pmgram creating a special improvement district and implementing amendments
Land Development Code, tiwelve additional months, in addition to the initial three

th moratorium period, is necessary, essential and reasonable in order to complete a

d ,p_rehenswc planning and public participation process that results in legally
ntlﬁcally sound plans, pohc1es and regulations;

WHEREAS the County may extend the period of time of this Ordinance for a
months from February 27, 2009, if required to complete and adopt the plans
gulat1on>, after public workshops and heanngs

WHEREAS County preparation of amendments to the General Plan, the creation
isteo Basin Area Plan, a Capital Improvement and Public Service Program,

on of a special improvement district and amendments to the Land Development
 together with the recommended changes in state statutes, programs and

gui ding the Executive Agencies pursuant to the Governor’s Executive Order,
quire'special protection to eliminate the need for hasty adoption of permanent controls
dvoid the establishment of non conforming uses or to respond in an ad hoc -
shion to specific problems. Instead this Ordinance assures that the planning and
lementation process may be permitted to run its full and natural course with

espread citizen mput and involvement, public debate and fuil consideration of all
»ues and points of view;

b ttmg applications to grade drill and extract oil, gas, and geo-thermal energy during -
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_ WHEREAS, the County has committed necessary staff and outside consultant
and legal resources to the development of permanent goals, objectives, policies, strategies »
_and regulations t0 plan for and protect the Galisteo Basin in order to facilitate its diligent n
: ahd good faith effort to establish: (1) permanent General Plan Amendments; (2) 2 g
- -Galisteo Area Plan; (3) 2 Capital Improvement and Public Service Program, (4) creation 50
~- of a special improvement district and (5) Land Development Code amendments 10 O
“ ymplement this Ordinance within a reasonable period of time; .

ce constitutes a valid exercise of

n
- "WHEREAS, this Interim Development Ordinan 2
er, consistent with NMSA 1978, § 3-21-1 N
™~
-~
~
o
©

" 'the County’s Zoning and/or-police pOW
("Zoning; Authority of County") and NMSA 1978, § 4-37-1 et seq. ("County
inanices”), and the Smart Growth Environmental and Natural Resource Policies of the
al Plan, 8O that the County may regulate and restrict within its jurisdiction the ’
S for trade, industry, residence or other

Gener
ofn a}}d use of buildings, structures and land
oses and may prohibit the use of property for purposes. declared to be injurious to the

1thand safety of the community; and

WHEREAS thCIBOaId ofCounty Commissioners has reviewed the Smart
Jat tal, Land Use, Piscal, Econqnﬁc,-Cultural,

anning, Water, Environmen
1, Arch_aeological and Natural Resource goals, objectives, policies of the existing
i ' ulations; the Governot's Executive

ment Ordinance and further
lling county, regional, tribal,
the health, safety, water '
conomic, fiscal, historic,
Galisteo Basin and

¢ of the County’s

d the findings delineated in
the adoption of this Ordinance will serve compe
federal governmental interests to further protect
nvironment, infrastructure and public services, &

-and a_rchaeological resources of the Counnty and the
tesa -pomprehénsive, rational-and appropriate\exercis

<y powers and authority.

HEREFORE, BE IT ORDAINED BY THE BOARD OF COUNTY
SIONERS OF GANTA FE COUNTY, NEW MEXICO:

nforced by this Ordinance constitutes the

of regulation being €
ap of the Galisteo Basin, attached

lines shown on the M
s Ordinance as Exhibit “A”.

Sac;ion 1. The area
hin the red and blue
and made a part of thi
§bti(5n 2. During the effective period of this Interim Development Ordinance,
\daties of the Galisteo Basin Map (Exhibit “A”) M3y be amended by the County
ard of County Comumissioners to extend the offective territorial
Galisteo Basin up to and including the County’s full territorial
ption of a new Map replacing Exhibit "A”.
application, nor

: "Sé'dtion 3, During the effective period of this Ordinance po new
d filed application, NOT issuance of any applicable permit,

ssing of any existing an
orzoning and subdivision approval, special use permit, development permit, exploration
permit, axtraction permit, conditional use permit, special exception, non-conforming use,




. area oruse variance, grading, or building permit related to drilling or extraction of oil,

epted or processed by the County, its staff, departments, commissions, and/or the
of County Commissioners until the adoption of permanent plans, a capital -

_véﬁ;ént and public services program, creation of a special improvement district and
‘amendments to the Land Development Code regulations.

S'éétidtgﬁ. The County Manager and County Attorney are directed to have the
y’s Growth Management Department begin immediately to engage county staff and
nsultants and attorneys to develop and focus the Growth Management

t's efforts to develop studies, reports and recommendations relating to the

A, Consideration of the creation of a legislative overlay zoning

the territorial arca contained within the boundaries of Exhibit “A” for oil, gas,
ading, drilling, and/or extraction taking into account comprehensive

rformance and sustainable environmental standards required to apply the

oning district to a property within the territorial boundaries of Exhibit “A”:

- Amendment of the General Plan and preparation of a Galisteo
inéorporate goals, objectives, policies and strategies relating to

1¢ location, timing and sequencing of oil, natural gas, or geo-thermal

Ing or extraction use, including but not limited to, consideration of potential impacts

quifers; environment, health, safety, fiscal, econormic, historical-cultural-

ources, and the adequate provision of public facilities and services
pport the operation of any such oil, gas, geo-thermal energy grading,
cavation use;

Adoption of a Capital Improvement and Services Program

long term goals, objectives, policies and strategies of the General Plan
,G'él_isteo Basin Area Plan with respect to provision of adequate public
ublic services over the life of the Plans necessary to service any oil, gas, or
grading, extraction or drilling use;

D. - Adoption of amendments to the Land Development Code with

blishing sustainable ‘environmental standards and conditions for building,

grading, excavation and drilling of oil, gas, or geo-thermal uses: including

on.of the goals, objectives, policies and strategies of the Genera} Plan
alisteo Basin Area Plan, the state Executive Agency and Governor's

s and the findings and purposes of this Ordinance relating to health,

tection of private property, water aquifers environmental, historical-cultural

gical resources; and to assure the adequate provision of public facilities and

s to support the needs generated by oil, gas, or geo-thermal grading,

and drilling use.

atural gas, or geo-thermal energy, within the boundaries of the Exhibit “A” Map shail -
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o : E. Creation of a special improvement district within the territorial P
- limits of Exhibit “A" for the assessment to oil, gas, of geo-thermal grading, excavation
d drilling uses, he cost of providing for the reasonable and proportionate legal, ' tn
aﬂc_l@lﬁstrative expenses and expert studies; and for the costs of public facilities and o
rvices the need for which is generated by such uses; and

= . _ 9

e F. Any other and further actions necessary to carry out the purposes -
j_.o_f this. Ordinance. k '

" Qection 3. If any section, subsection, sentence, clause, item, change or provision

'Gfdmance is held invalid, the remainder shall not be affected by such invalidity.
Section 6. All ordinances ot pants of any ordinances in conflict W
;hereby repealed 1o the extent of said-conflict.

ith this ™
[}

' (=]

[y 2]

n7. An emergency 18 hereby declared because of the imminent danger - .
pg‘;;ty owners, Water aquifers, environmental, health, safety, fiscal,
Ttmjallhistoric-arc':haeoko gical resources, to remedy deficient public facility
{-the County within the Galisteo Basin by virtue of applications to grade,
avate for oil, gas, Of geo-thermal uses within the Galisteo Basin. :

[ mn;'&; It is necessary for the protection of the pubﬁc health and safety of the
Otdinance take effect immediately upon recordation. -

ction 9. This Ordinance will cease to be of effect by February 27, 2009, o for
d of extension for six months thereafter no later than August 27, 2009.

D ENACTED THIS 26th Day of February, 2008.
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Map of the
Galisteo Basin
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Legend -

Parcels

Components of the
Galisteo Basin:

Galisteo Growth
Management Area

I Ortiz Land Grant
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THE OIL AND GAS PROJECT
THE GROWTH MANAGEMENT PROJECT
THE CODE REWRITE PROJECT

NEXT STEPS, SCHEDULE

The Oil and Gas Project is moving in tandem with the Growth Management Project and .
the Code Rewrite Project. Significant progress is being made on all three projects, and
this memorandum is designed to give the reader a clear picture of what is happening, and
when.

1. Oil'and Gas Specific Items

Because the Interim Ordinance, Santa Fe County Ordinance No. 2008-02, terminates on
its terms on or about February 27,2009 and a new ordinance will need to be enacted no
later than thirty days prior to that date, the Oil and Gas Project is moving more quickly
than the other projects. '

a. Initial Presentation, Ordinance and Plan Amendments

The consultant team will begin providing deliverables on the Oil and Gas Project
beginning September 30, 2008 during the regular meeting of the Board of County
Commissioners. The consultant team will present two key components of the oil and gas
project: (1) a draft Oil and Gas Regulatory Ordinance, and (2) the Goals, Objectives,
Policies and Strategies of the Oil and Gas Element of the General Plan Amendment.
At the September 30 meeting, the Board is also expected to authorize publication of the
~ title and general summary of the draft Oil and Gas Regulatory Ordinance; this
authorization will permit undertaking a public hearing process and is a necessary legal
predicate to enacting a County ordinance.

b. Oil and Gas Regulatory Ordinance - Overview

The proposed oil and gas regulatory ordinance will prohibit exploration and production of
oil and natural gas unless an oil and gas overlay zoning district classification is applied
for and approved by the Board. An application to classify land into the overlay zone will
trigger a comprehensive review process that will include the following: (1) an
Environmental Impact Report that will address air quality, water quality, toxic and
chemical pollution and related diseases and health threats, wildlife and vegetation
habitats, steep slopes, floodways and floodplains, stream corridors, historic, cultural, and
archacological artifacts and sites; (2) a water availability assessment; (3) a hydrologic and
- geologic assessment; (4) an assessment of the adequacy of existing public facilities
(police, fire and emergency services) to serve the proposed development; (5) a fiscal
impact assessment; (6) a traffic impact report; and (7) an emergency preparedness report.
The ordinance will also include provisions that describe how applications are processed,

Before the. OCC
Case 14255
OCD Exhibit 17




provides for development agreements, and requires mandatory co-location of oil and gas
production facilities. A secondary approval of a special use and development permit will
be required after the applicant obtains a permit to drill from the Oil Conservation
Division of the State of New Mexico -

¢. Oil and Gas Specific Amendments to the County General Plan

Amendments to the County General Plan, adopted in 1999, are needed to support the oil
and gas regulations, and to support text amendments and maps that will amend the Land
Development Code (discussed later). These amendments are necessary because of the

development pressures created by proposed oil and gas drilling and production. Two or
‘three additional Plan Elements or chapters will be included in the County General Plan,
including an Oil and Gas Element, Growth Management Element, and possibly a
Community Planning Element (including area plans for growth management areas,
community plan updates district plan updates and updates for traditional and historic
‘communities).

The General Plan, like the County's 1999 Plan, is a statement of a community's vision for
the future and a guide to achieve that vision. The view of the future expressed in a plan is
. shaped by local community values, ideals and aspirations about the best management and
use of the community's resources. Such a plan uses text, maps and diagrams to establish
goals, objectives, policies and strategies, which a government uses to address phys1cal
economic and social issues. Goals, objectives, policies and strategies (GOPS)' describe
how a community meets the challenge of future development. The County's update of

the 1999 General Plan will be a tool for managing change to achieve the desired quality
-of life; it will build on the efforts of several recent and concurrent planning processes,
and'will be a strategic document that defines an action. Tt will prioritize tasks in order to
achieve the vision of the combined planning efforts. It will set.the stage for the County’s
Oil and Gas regulatory ordinance and for revisions to the County s Land Developmcnt
Code.

The Santa Fe County General Plan and its Amendments will, for the first time, focus on

' Goat: 'Description of a desired state of affairs for the community in the future. Goals are the
broad, public purposes toward which policies and programs are dirccted. Goals can be phrased to
express the desired results of the Plan; they complete the sentence "Our goal is to...."

Obleatve A mecasurable %teppmg stone. Objectives identify a quantlﬁable target to ach1cve a
goal :

Policy: Statements of government intent against which individual actions and decisions are
evaluated. Policies indicate the drrccrmh the community should take if regulatory provisions arc
absent or not clear. ’

Strategy: Individual tasks or accomplishments such as zoning, environmental regulations, major
street plans and capital improvement and services programs which, taken together, will enable the
community to-achieve goals, objectives and policies. Strategies are the basis for implementation
of the.Plan by identifying and recommending specific courses of action.




achieving the benefits of Smart Growth and efficient and cost-effective provision of
facilities and services. "Smart Growth" is the management of growth through fiscally
sound, environmentally sustainable and responsible means. Smart Growth requires that
infrastructure be available at established plan levels of service before development can be
approved; and has a greater emphasis on the mix of uses, transportation options and
- environmental sensitivity. Smart growth is not achieved through the use of a single tool
that accomplishes all of a community's objectives; it is achieved through the use of an
integrated approach that uses carefully chosen tools calibrated to the County's needs and
ability to implement specific programs. Smart Growth through a <> tiered group system
of geographically functional areas directs growth into compact and sustainable
development patterns within areas already served with infrastructure, or in areas where
infrastructure provision is planned and included in a Capital Improvement Program
(CIP). Smart growth protects environmental and cultural resources and community
lifestyles. Smart growth does not seek to change the character of the community, but
instead builds on the community's existing character and supports amenities that improve
the quality of life for residents. It is a framework for achieving Santa Fe County's vision
for the future. Thus, the proposed amendments fo the General Plan will include such
Smart Growth clements as: (1) establishing a proper relationship between future growth
public facilities, and economic development; (2) establishing baseline standards with
which the impact of future development proposals may be evaluated; (3) establishing
standards and guidelines that regulate mineral extraction, specifically including oil and
gas drilling, to protect environmental, historical, cultural and archeological resources; (4)
maintaining adequate public facilities and services, to serve existing and new
development, including facility extension and fiscal and revenue-raising policies; (5)
protecting taxpayers by using capital planning and financing tools that ensure thatthe
costs of new development costs are placed on new development, including but not limited
to oil and gas development; and (6) making recommendations to develop, adopt and
implement growth management techniques, to-amend and revise County regulations,
plans, and programs, and to develop a prioritized capital facilities program that addresses
existing and future needs based on growth projections, maintaining or improving levels
of service and preferred growth patterns.

d. Process
i. County Development Review Committee/Planning Commission

The Goals, Objectives, Policies and Strategies of the Oil and Gas Element of the General
Plan Amendment will be presented to the County Development Review
Committee/County Planning Commission in its meetings 0f October 16, 2008 and
November 13, 2008. These public meetings will feature presentations by the consultant .
team, and will provide an opportunity for members of the public to address the proposed
Oil and Gas Element of the General Plan Amendment. The County Development
Review Committee/County Planning Commiission will formulate a recommendation to
the Board of County Commissioners during its meeting of November 13.




ii. The Board of County Commissioners

The Board of County Commissioners will subsequently consider the Oil and Gas Element
of the General Plan Amendment. The Board will also consider the enactment of the
proposed Oil and Gas Regulatory Ordinance. The consultant team will present a
proposed Capital Improvement Program and creation of a Galisteo Basin an

Improvement District to support the Qil and Gas Element. The Board must enact the Oil
and Gas Regulatory Ordinance prior to January 27 for the ordinance to become
effective prior to the expiration of the Interim Ordinance. The specific date when the
Board of County Commissioners will consider the plan and ordinance has not been
established.

2. Growth Management Project
a. Growth Management Amendments to the General Plan

During the process relating to the oil and gas specific element of the general plan and oil
and gas ordinance, the consultant team and County staff will begin presenting work
related to the Growth Management Project. During the November 18 meeting of the
Board of County Commissioners, the consultant team will present the proposed Goals,
Objcctwcs Policies and Strategies for the Growth Management Element. The Board
may take this matter up again during its meeting of December 9, 2008. Once approved,’
this material will amend the County's General Plan. Subsequently, area plans will be

. developed for the four designated g1owth management areas which will also amend the
General Plan.

b. Area Plans for the Four Designated Tiered Growth Areas
i. Presentaﬁoh of Areé Plans

After approval of the Policies, Goals, Objective and Strategies of the Growth
Management Element, County staff will present its work to establish tiered growth areas
_ for the Galisteo Basin Area Plan. Once this work is completed for the Galisteo Basin
(and for each County designated growth area) County staff will bring this work to the °
‘Board of County Commissioners for review and to the County Development Review
Committee/County Planning Commission for a recommendation and to the Board of
County Commissioners for adoption. This work will be repeated four times, once for
each growth management area. :

ii. Area Plén_s, Content.

A General Plan is a comprehensive, long-range guide to manage -growth and development
in a single county-wide, unified and coherent plan. It provides a general policy
framework that applies broad goals, objectives, policies and strategies countywide. The
General Plan cannot fully address the specific needs of individual communities or sub-
arcas. An Area Plan, in comparison; is a focused, planning guide that identifies goals,




objectives, policics and strategies that refine the General Plan vision and policy
framework. It is applied to a defined area, focusing on specific uses or development
types and infrastructure and service provision and timing. While countywide policies
still apply within this area, the Area Plan GOPS are more specific. The Area Plan must
be consistent with the General Plan, but in cases where there is a conflict, the more _
specific directives of the Area Plan control. Santa Fe County is familiar with Area Plans
--- the community planning process undertaken by the County pursuant to Ordinance No.
2002-03 is a similar process.

As with the General Plan, an Area Plan is developed through participation of the
residents, businesses, service providers and other stakeholders in the planning area. Area
Plans contain information about the natural features, resources, and physical constraints
that affect development of the planning area. Area Plans define a community's vision for
the future and provide elected officials with a proactive framework from which to make
decisions about the general plan's land use, housing, economic development, capital
improvements, service provision, community design and environmental, cultural and
~archeological protections. Area Plans are implemented through a variety of area-specific
tools and funding mechanisms (for example, the development regulations may include
modified standards for development that apply within the planning area to achieve the
goals of the Area Plan, such as unique design guidelines or incentives to encourage
mixed-use development or protect natural features). Funding mechanisms can also be
used to achieve the goals of the Arca Plan, such as a special improvement district that
assesses property in the Area in order to provide a public benefit, such as infrastructure
improvements and public services within that Area. -

iii. Galisteo Basin Area Plan

The Galisteo Basin Growth Management Area will be developed first, in part building on
the foundation that has been provided in the oil and gas project. Staff is working on this
plan; the draft is anticipated to ready for community input and staff already intends to
conduct meetings in the Eldorado area, the San Marcos area and the Galisteo area in the
next few months. The Galisteo Basin is an example of an area that is appropriate for such
additional in-depth planning analysis due to its (1) significant and critical environmental
features and natural resources; (2) significant archeological, historical and cultural
resources; (3) unique community character, including historic and contemporary
communities and related rural quality of life; (4) infrastructure based on a rural lifestyle,
not generally available or planned to be available for more intensive development; (5)
public facility and service improvements capital improvement plans that allocate to

" development the proportional costs the need for which is generated by the development;
(6) there has been, and until recently was projected to be, very low growth in this area;
and (7) new development that has been proposed may not be consistent with existing
conditions and uses and the BOPS for the rural tiered area.




1v Other Area Plans

The other Area Plans to be developed include El Centro, which includes the area
surrounding the City of Santa Fe and includes the County's only designated growth area -
--- the Community College District --- and other potential growth arcas. El Norte,
includes the Pojoaque Valley, the greater Espanola area, several traditional communities,
El Valle de Arroyo Seco and several Native American Pueblos. The fourth area is the
Estancia, which includes the Estancia Basin, Edgewood, and the areas to the south of the
Galisteo Basin,

3. Code Rewrite Project
a. Initial Presentation, Draft Amendments

After the oil and gas specific plan and ordinance is enacted, the consultant team will turn .
its attention to comprehensive amendmerits to the Land Use Code. It is expected that
the team will present the proposed text amendments to the Board of County
Commussioners at the end of March 2009. At that meeting, the Board will also

authorize the publication of title and general summary of the land development code
amendments; this authorization will permit the public hearing process to begin. Around
the same time (March 2009), it is expectcd that the Board will receive for consideration a
proposed zoning map of the Galisteo Basin, to accompany the General Plan
Amendmcnt and land development code amendments.

b. Process -

- The proposed text amendments will be presented to the County Development Review
Committee/County Planning Commission in April and May, 2009. These meetings will
feature presentations by the consultant team and County staff, and will provide an
opportunity for members of the public to comment on the proposed text amendments and
the Galisteo Basin zoning map.” The County Development Review Committee/County
Planning Commission is expected to formulate a recommendation to the Board of County
Commissioners during its. May, 2009 meeting. It is expected that the Board of County
Commissioners. will receive the text améndments for adoption in June 2009.”
Subsequently, in August 2009, the Board is expected to begin the public hearing process
on a consolidated zoning map, culminating in adoption of that map in December 2009.
It is expected that all four area plans will have been presented to the Board and adopted
no later than December 2009, at which point the three projects will have been
successfully integrated and concluded. '

Thele 1s less con ﬁdencc in the exact dates of action on more 1unote w01k such as the text amendments to
the Land Dcvclopmcnt Code. ‘




T T e

State of New Mexico
- O’ﬁ(ice, of the Governor
Bill Richardson :

Governor

'EXECUTIVE O'RDER 2008-004

IMPOSING A SIXMONTH MORATORIUM ON NEW OIL AND GAS DRILLING IN
SANTA FE COUNTY AND THE GALISTEO BASIN

WHEREAS, the Galisteo Basin is a culturally rich and ecologically fragile ecosystem located in
northern New Mexico, the preservation of which is of significant value to citizens of this State;

WIIDREAS the Richardson Administration is committed to ensurinc? the heaifh safety, and
welfare of all New Mexicans and strives to protect the natural and ecological riches of the State
while still supporting much needed economic development;

WHEREAS, the State of New Mexico has the obligation and the authonty to balance the
~ interests of private property and business owners while still protecting the assets of the State;

WHEREAS, the Galisteo Basin has been recognized by the United States Congress as a
nationally significant archacological resource and contains within it a number of areas protected
under the auspices of the Galisteo Archaeological Sites Protection Act, Public Law 108- 208
(2004). A comprehensive study of the archaeological assets of the Galisteo Basin has yet to be.
funded and a management plan for the area has yet to be developed by the Bush Administration,;

WHEREAS, significant issues have arisen related to the impact that oil and gas drilling in the
Galisteo Basin may have on archaeological and envirommental assets. Moreover, concerns have
been raised whether oil and gas drilling in the Basm may negatlvely affect local water supphes
and sources of groundwater;

WHEREAS, the State of New Mexwo and the public beneﬁt from protecting’ and preservmg_
significant archaeological and historic/cultural sites; ‘

WHEREAS, pursuant to NMSA 1978 § 9-5A-2, the New Mex1co Department of Enelgy,
Miunerals and Natural Resources 1s charged with admuusteung laws related to energy, minerals,
and natural resources in the State. Moreover, the Oil Conservation Division of that Department is
statutorily charged with administering the laws and regulations relating to oil, gas, and

- geothermal resources pursuant to NMSA 1978, § 9-5A-4(E) and is given jurisdiction, authority,
and control over all matters necessary to enforce effectwelv the provisions of the Oil and Gas
Act, \WISA 1978, §§ 70- 2 1 et seq. : '
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WHEREAS, the New Mexibo Department. of Cultural Affairs is tasked with protecting New
Mexico’s cultural treasures. The Department is further charged with administering the New
Mexico Cultural Property Act, codified at NMSA 1978, §§ 18-6-8, et seq.;

WHEREAS, the Office of the State Engineer, pursuant to NMSA 1978, § 72-2-1, is charged

. with the general supervision of waters.in the state and of the measmement appropriation, and

distribution thel eof:

WHEREAS, the New Mexico Indian Affairs Department is the coordinating agency for
intergovernmental and interagency’ programs concerning tribal governments and the State.
Moreover, per NMSA 1978, § 9-21-7, the Department “shall investigate, study, consider and act
upon the entire subject of Indian conditions and relations within New Mexico, including
problems of health, economy and education and the effect of local, state and federal legislative,
executive and judicial actions. The department shall collaborate with other state departments- or
agencies that have an interest or stake in the subject being investigated, studied or considered;™

. WHEREAS, .p'ursuant to NMSA 1-9.78, § 17-1-1, the Director of the New Mexico Dépax’tment of

Game and Fish is authorized “to provide an adequate and flexible system for the protection of the
game and fish of New Mexico and for their use and development for public recreation and food
supply, and to provide for their propagation, planting, protection, regulation and conservation to
the extent necessary to p10v1de and maintain an adequate supply of game and fish within the
State of New Mex1co 7

WHEREAS, the Secretary of the New Mexico Environment Department  is charged with |
admlmstermg and enforcing laws relating to protecting the environment pursuant to NMSA
1978, §§97A1erseq, ' -

WHEREAS, on J anuary 11, 2008, T announced my intention to impose a temporary moratorium
on new oil and gas drilling and exploration activities in Santa Fe County and the Galisteo Basin;

WHEREAS,»' a temporary moratorium will provide an opportunity for government entities to
receive and evaluate input from the public on State activity in this ecologically fragile area, a
necessary and ‘valuable part of the process of formulating public policy and government

~ planning;

NOW THEREFORE, I, Bill Richardson, Govemor of the State of New Mexico, by virtue of the
authority vested in me by the Constitution and the Laws of the State of New Mexico, do hereby
order a six month momtouum on activities related to new oil and gas dulhng in Santa Fe County
and the Galisteo Basin, commencing immediately.

I FURTHER DIRECT that in order to give effect to this' moratorium and to provide the
necessary time for a fair and thorough evaluation of laws, regulations, and policies concerning
the environmental, economic, cultural, and archaeological impact of drilling within Santa Fe
County and the Galisted Basin, the Oil Conservation Division of the New Mexico Energy,
Minerals and Natural Resources Department shall temporarily suspend the processing and




‘granting of apphcatxons for permits to drill for oil and gds in Santa Fe County and Galisteo

Basin.

I FURTHER DIRECT the New Mexico Energy, Minerals and Natural Resources Department,
the New Mexico Department of Indian Affairs, the New Mexico Environment Department, the
Office of the State Engineer, the New Mexico Department of Cultural Affairs, the New Mexico
Department of Game and Fish, and all other executive agencies with relevant knowledge and
expertise related to this issue to conduct a careful assessment of all existing laws, regulations,
policies, and planning documents to ensure that the State. of New Mexico has fully and
appropriately exercised its police powers to ensure that no oil and gas drilling activity occurs in
Santa Fe County and the Galisteo Basin that would be contrary to the interests of the State of
New Mexico and its citizens. '

I FURTHER DIRECT that all such executive agencies work collaboratively with other
governmental entities, including affected tribal governments if necessary, pursuant to Executive
Order 2005-003, Adoption of Statewide Tribal Consultation Policy on the Protection ‘of Sacred
Places and Repatnatlon to ensure that any concerns regarding activities in the Galisteo Basin are.
addressed.

- - TFURTHER DIlIECT that allekec’utive agencies affected by this Executive Order reporf to my
- office and to the Secretary of the New Mexico Energy, Minerals, and Natural Resources

Department no later than June 24, 2008. The review period here established for the executive
agencies shall allow for a thoughtful and fair analysis of all apphcable laws and regulat1ons that
may affect this fraglle and culturally valuable area.

THIS ORDER supersedes any other previous orders, proclamations, or directives in .conflict.

-This Executive Order shall take effect immediately and shall remain in effect until such t1me as it
1s rescinded by the Governor.

DONE AT THE EXECUTIVE OFFICE THIS
24™ DAY OF JANUARY, 2008.

WITNESS MY HAND AND TIHE GREAT
SEAL OF THE STATE OF NEW MEXICO

BILL RICHARDSON
GOVERNOR
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