
STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION COMMISSION

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

CASE NO. 13564
ORDER NO. R-l 2452

APPLICATION OF THE OIL CONSERVATION CONSERVATION DIVISION
TO AMEND RULE 7 OF 19.15.1 NMAC; RULES 101 AND 102 OF 19.15.3 NMAC;
RULES 201 AND 203 OF 19.15.4 NMAC; RULE 701 OF 19.15.9 NMAC; RULES
1101, 1103, 1104 AND 1115 OF 19.15.13 NMAC; AND THE ADOPTION OF
RULES 40 AND 41 OF 19.15.1 NMAC; RULE 100 OF 19.15.3 NMAC; AND RULE
1227 OF 19.15.14 NMAC.

ORDER OF THE OIL CONSERVATION COMMISSION

BY THE COMMISSION:

THIS MATTER came before the Oil Conservation Commission ("the
Commission") for consideration at the Commission's regular meeting starting on October
13 and continuing on October 14 and 17, 2005; and the Commission, having carefully
considered the evidence, the pleadings, comments and other materials submitted in
support of and in opposition to the proposal, now, on this 1 Oth day of November, 2005,

FINDS THAT:

1. Sections 70-2-11 and 70-2-12(8) NMSA 1978 grant the Oil Conservation
Division (Division) authority to implement regulations to carry out the purposes of the
Oil and Gas Act, Chapter 70, Article 2 NMSA 1978 (the Act). Section 70-2-6(B) NMSA
1978 provides that the Oil Conservation Commission (Commission) shall have
concurrent jurisdiction or authority with the Division to the extent necessary for the
Commission to perform its duties. Generally, the Commission adopts rules, the Division
implements those rules and the Commission hears any final administrative adjudicatory
proceedings.

2. This is a rulemaking proceeding the Division initiated on its own motion
for the purpose of establishing enforcement and compliance rules.
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3. Proper notices have been given of this proceeding and of the public
hearing hereof, and the Commission has jurisdiction of the subject matter.

4. Notice requirements were met and sworn testimony and exhibits were
presented to the Commission on October 13 and 14, 2005. At the conclusion of the
hearing the Commission deliberated in open session by reviewing the proposed rules and
on October 17, 2005 voted to accept the rules with certain changes by the Commission.
The following Statement of Reasons indicates the Commission's analysis of certain key
provisions and of the entire proposal. Additional reasons are included in the hearing
transcript.

Statement of Reasons

5. The rule changes are designed to improve the Division's ability, given its
limited resources, to enforce and ensure compliance with the Act, and the rules and
orders issued pursuant to the Act, including those requiring operators to place inactive
wells in approved temporary abandonment status or plug them.

6. The Act grants the Division "jurisdiction, authority and control of and
over all persons, matters or things necessary or proper to enforce effectively the
provisions of this act or any other law of this state relating to the conservation of oil or
gas . . . .". Section 70-2-6(A) NMSA 1978.

7. "Apart from any authority, express or implied, elsewhere given to or
existing in the oil conservation division by virtue of the Oil and Gas Act or the statutes of
this state, the division is authorized to make rules, regulations and orders for the purpose
and with respect to" its enumerated powers. Section 70-2-12(3) NMSA 1978.

8. These enumerated powers include the Division's environmental duties,
which include regulating the disposition of produced water, regulating the disposition of
non-domestic wastes to protect public health and the environment and requiring operators
to provide financial assurance for the plugging of wells. Section 70-2-I2(B)(l), (21) and
(22) and Section 70-2-14 NMSA 1978.

9. Compliance is the cornerstone of the enforcement program established in
19.15.1.40 NMAC (which the Division proposed as 19.15.1.37 NMAC and the
Commission has renumbered as 19.15.1.40 NMAC in order to reserve sections for new
pooling rules). That program allows the Division to deny privileges to well operators
who are not in compliance with Division rules. Other states have adopted similar
provisions. Texas and Arizona require operators to have a "certificate of compliance" in
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order to produce or connect with a pipeline or carrier. See Tex. Res. Code Ann. Tit, 3
Sections 85-151, 85.162 and 85.164 and Ariz. Rev. Stat. Section 27-509.

10. This enforcement ability is necessary given that currently the Division
must rely on bringing administrative enforcement actions for compliance, such as orders
requiring plugging and abandonment, or to assess penalties and must bring court cases to
collect any penalties. These types of enforcement actions are time consuming and, given
the limited nature of the Division's resources, not effective as the Division lacks the staff
required to bring the hundreds of enforcement cases that would be needed to reduce the
thousands of wells that are currently out of compliance with 19.15.4.201 NMAC.

11. Despite the Division's efforts to obtain voluntary compliance by notifying
operators in 2000 that they had wells out of compliance and directing that they bring the
wells into compliance with 19.15.4.201 NMAC, as of October 2005 there were still over
2800 wells out of compliance with 19.15.4.201 NMAC.

12. Subsection A of 19.15.1.40 NMAC, which defines compliance for
purposes of obtaining (a) permits to drill, deepen or plug back; (b) a permit for injection,
(c) assignment of an allowable or (d) change of operator, as an operator who is in
compliance with the financial assurance requirements of 19,15.3.101 NMAC; is not
subject to an order issued after notice and hearing, finding the operator to be in violation
of an order requiring corrective action; does not have a penalty assessment unpaid more
than 70 days after issuance of the order assessing the penalty; and has no more than a
certain number of wells out of compliance (depending on the total number of wells the
operator has) with 19.15.4.201 NMAC should be adopted.

13. By allowing the Division to deny operators permits to drill, deepen or plug
back or a request for change of operator and requiring the Division to deny permits for
injection or requests for assignment of allowables or authorization to transport when
operators are not in compliance with Subsection A of 19.15.1.40 NMAC, operators are
provided an incentive to comply with the Act, Division rules and Division and
Commission orders, rather than the Division having to bring enforcement actions to
obtain compliance. It also reduces the State of New Mexico's risk of having to plug
abandoned wells.

14. Subsection C of 19.15.1.40 NMAC requires the Division to post on its
website the status of operators' financial assurance.
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15. Subsection D of 19.15.1.40 NMAC requires the Division to make
available on its website Division or Commission orders, issued after notice and hearing,
finding an operator to be in violation of an order requiring corrective action.

16. Subsection E of 19.15.1.40 NMAC requires the Division to make
available on its website penalty assessments and the date the operator paid them.

17. Subsection F of 19.15.1.40 NMAC requires the Division to make available
on its website, and update daily, an "inactive well list", listing each well, by operator, that
according to Division records does not have its well bore plugged in accordance with
19.15.4.202 NMAC; is not in approved temporary abandonment status in accordance
with 19.15.4.203 NMAC; and is not subject to an agreed compliance order. For purposes
of 19.15.1.40 NMAC, the listing of a well on the inactive well list for more than one year
plus 90 days creates a rebuttable presumption that the well is out of compliance with
19.15.4.201 NMAC.

18. In addition, to the availability of the inactive well list on the Division's
website, Subsection B of 19.15.1.40 requires the Division to notify an operator when,
according to Division records, a well on the inactive well list shows no production or
injection for the past 12 months by sending a letter by first class mail to the operator.
The Division shall send such notices on a monthly basis.

19. Therefore, operators have the information needed to determine whether
they are in compliance with Subsection A of 19.15.1.40 NMAC readily available to
consult and review on a daily basis and to notify the Division of any errors they believe
exist in the Division's records. However, the effective date of 19.15,1.40 NMAC should
be delayed 60 days from the date of publication in the New Mexico Register to allow
operators to submit updated addresses as required by 1915.3.100 NMAC and to provide
operators an opportunity to bring wells into compliance with 19.15.4.201 NMAC or
address concerns about information shown on the inactive well list.

20. New rule 19.15.1.41 NMAC (proposed as 19.15.1.38 NMAC), which
requires any person who conducts an activity pursuant to a permit, administrative order or
other written authorization or approval from the Division to comply with the document's
terms, should be adopted. The violation of a permit, administrative order or other written
directive from the Division is a violation of this rule and the violator may be subject to
penalties. Not all Division directives take the form of an order issued after notice and
hearing. Permits, administrative orders, approvals of abatement plans and remediation
plans, for example, may be issued administratively, without hearing. Currently, the
Division believes it can only enforce these directives by reference to a violation of
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another order or a rule. 19.15.1.41 NMAC clarifies that violation of the Division's
written directives is itself a violation.

21. New rule 19.15.3.100 NMAC should be adopted to place the requirements
for registration, change of operator and change of name in one rule. Most of the
provisions in the rule reflect current Division practice, but do not appear in existing rules.
The current rules do not address operator registration. Without operator registration, it is
often difficult for the Division staff to determine if they have the operator's most current
address. The proposed rule allows the Division to deny registration or change of operator
if the operator is not in compliance with Subsection A of 19.15.1.40 NMAC. Subsection
A of 19.15.3.100 NMAC requires every well operator in New Mexico to register with the
Division. Subsection C requires operators to keep the Division informed of their current
address. This will allow Division staff to use the most current address that the operator
has provided when giving the operator notice of compliance actions.

22. Subsection E of 19.15.3.100 NMAC, which contains the provision
allowing the Division to deny a change of operator if the new operator is not in
compliance with Subsection A of 19.15.1.40 NMAC, should be adopted to prevent
operators who have not complied with the Act, Division rules or Division and
Commission orders in the past from acquiring new wells. The prior operator's lack of
compliance with Subsection A of 19.15.1.40 NMAC will not affect the transfer because
the Commission and Division wish to encourage responsible operators to take over
operations. In addition, if a new operator is acquiring wells, facilities or sites subject to a
compliance order, the Division may require the new operator to enter into an agreed
compliance order before the Division approves the changes. The purpose of this rule is to
ensure that the Division has the ability to prevent operators that are not in compliance
with Division rules and Division and commission orders from drilling or obtaining new
wells.

23. 19.15.3.101 NMAC, which requires wells in temporary abandonment
status for more than two years to be covered by a single-well financial assurance and
increases the amount of one-well financial assurances to match the actual costs of well
plugging by the state, should be adopted. Financial assurance requirements should reflect
actual costs, so that the state does not have to bear the cost of plugging the wells. Section
70-2-14 NMSA 1978 requires any operator to furnish financial assurance for plugging
and abandonment. This includes the option for a $50,000 blanket financial assurance and
one-well plugging financial assurance in an amount sufficient to reasonably pay the cost
of plugging the wells that the financial assurance covers. In establishing these amounts
the Division is required to consider the depth of the wells, the length of time since the



Case No. 13564
Order No. R-12452
Page 6

well has produced, the cost of plugging similar wells and other relevant factors. See
Section 70-2-14 NMSA 1978.

24. 19.15.3.102 NMAC should be amended to provide that the Division may
deny a permit to drill, deepen or plug back if the applicant is not in compliance with
Subsection A of 19.15.1.40 NMAC. The Division shall consider which of the factors in
Subsection A of 19.15.1.40 NMAC cause the operator to be out of compliance with
Subsection A of 19.15.1.40 NMAC. If the non-compliance is caused by the operator
being subject to a division or commission order finding the operator to be in violation of
an order requiring corrective action, the Division shall consider the nature of the
underlying violation and the operator's efforts to achieve compliance. If the non-
compliance is caused by the operator having more than the allowed number of wells not
in compliance with 19.15.4.201 NMAC, the Division Director shall consider the number
of wells not in compliance, the length of time the wells have been out of compliance and
the operator's efforts to bring the well into compliance.

25. 19.15.4.203 NMAC should be amended to reflect the new definition,
approved temporary abandonment. In addition, the proposed amendments to 19.15.4.203
NMAC, which clarify that mechanical and physical integrity testing includes a well's
casing and cementing and that pressure tests shall test surface pressure over a 30 minute
period, and describe the methods and procedures for internal and external casing and
cementing tests should be adopted. This will ensure that tests are conducted in
accordance with approved methods and that the operators have sufficient information to
know which methods and procedures they may use to conduct the tests. Ensuring that
wells are mechanically and physically sound before they are placed in approved
temporary abandonment status is necessary because unsound casing and cementing can
allow fluids in other strata to contaminate fresh water. Unlike producing wells,
temporarily abandoned wells do not have activity that operators monitor regularly.
Therefore, a casing failure in a temporarily abandoned well might not be detected until
contamination occurs.

26. 19.15.9,701 NMAC should be amended to prohibit the Division from
granting a permit for injection to an operator who is not in compliance with 19.15,1.40
NMAC. The operator may challenge a denial through the hearing process. The rule will
also allow the Division to revoke an existing permit after notice and hearing if the
operator is not in compliance with 19.15.1.40 NMAC. The purpose of this rule is to
prevent operators that are out of compliance with Division rules and Division or
Commission orders from obtaining a permit to inject produced water and to allow the
Division to revoke an existing permit. This ability is important because injection wells if
not properly maintained can contaminate fresh water.
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27. 19.15.13.1101 NMAC should be amended to require operators to provide
notice to municipal governments when they will drill a well within municipal boundaries
and to notify the other operators when they plan to drill a well in a quarter-quarter section
where a well already exists.

28. 19.15.13.1103 NMAC should be amended to clarify that restoration and
remediation is part of plugging operations.

29. 19.15.13.1104 NMAC should be amended to clarify that the Division may
assign an allowable or issue an authorization to transport only if the operator is in
compliance with Subsection A of 19.15.1.40 NMAC. The current rule states that the
Division shall not assign an allowable or issue an authorization to transport if a well is
not in full compliance with the rules. This current language is broad but vague. The
purpose of this rule is to prevent operators who are not in compliance with Division rules
or Division or Commission orders with regard to their current operations from obtaining
new allowables or authorization to transport. This provides an incentive for operators to
comply and prevents additional non-compliance that could result from new operations.
The amended language clearly advises operators what the compliance standards are.

30. 19.15.13.1115 NMAC, which instructs operators to file their monthly
reports using the Division's web-based online application, unless they obtain an
exemption from the requirement, should be adopted. The majority of operators already
submit their reports electronically, either on-line or on a computer disk. With online
reporting, operators are instantly notified if there is an error in their reports. It also keeps
Division staff from having to spend time downloading reports operators have submitted
on computer disks or manually entering information from paper reports. In addition, the
amendments change the procedure for enforcing the monthly report requirements. The
Division must notify the operator within 60 days if the operator has not filed an
acceptable report. If the operator does not file an acceptable report or request a hearing
within 120 days of the original due date, the Division may cancel the operator's authority
to transport or inject. This replaces the cumbersome current rule that requires the
Division to notify the operator of a reporting problem four times before the Division can
take enforcement action.

31. The Division does not currently have procedural rules specific to
compliance proceedings. The Division's current procedural rules, 19.15.14.1200 through
19.15.14,1226 NMAC, set out requirements for rulemaking and adjudicatory
proceedings, but do not specifically address compliance cases.
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32. New rule 19.15.14,1227 NMAC should be adopted as it sets out
procedures unique to compliance proceedings, including how a case is initiated, the
application's contents and the notice requirements. Subsection A of 19.15.14.1227
provides that the rules contained in 19.15.14.1201 to 19.15.14.1226 NMAC, which are
applicable to adjudicatory proceedings, will apply to compliance proceedings unless
otherwise specified in 19.15.14.1227 NMAC. This prevents unnecessary duplication.
Subsection B of 19.15.14.1227 NMAC defines a compliance proceeding as an
adjudicatory proceeding the Division brings seeking an order imposing sanctions for
violation of the Act or a rule or order issued pursuant to the Act. These sanctions include
compliance; civil penalties; corrective action; well plugging; denial, cancellation or
suspension of a permit or an authorization to transport; and shutting in wells.

33. NMSA 1978, Section 70-2-31 (A) gives the Division and the Commission
authority to assess penalties administratively, and recover penalties through a civil
lawsuit. The recovery provision is necessary because the Division and Commission do
not have the power to collect a penalty assessment from an operator who refuses to pay
the penalty except by obtaining a district court order. New rule 19.15.14.1227 NMAC
recognizes that the Division may seek administrative penalties in a compliance
proceeding.

34. The Division grants certain privileges to operators through permit
approvals. Therefore, in a compliance proceeding, the Division may seek an order
suspending or revoking privileges previously granted. See Cerrillos Gravel Products,
Inc. v. Board of County Commissioners, 2005-NMAC-023 If 16 ("We agree that the
power to revoke a permit is necessarily implied from the power to approve a permit.")

35. New rule 19.15.14.1227 NMAC also recognizes the validity of agreed
compliance orders entered into by the Division and the entity whose compliance the
Division seeks. Such orders may be entered into whether or not the Division has filed an
application for a compliance proceeding. If the Division Director and the entity against
whom the Division seeks a compliance order enter into an agreed compliance order after
the Division files an application for a compliance proceeding, the order may resolve all or
some of the allegations in the Division's application.

36. The proposed definition of the term "knowingly and willfully" should be
adopted. Under the Oil and Gas Act, any person who "knowingly and willfully" violates
any provision of the Act, or any rule or order issued pursuant to the Act is subject to a
civil penalty. See NMSA 1978, Section 70-2-31(A). Current Division rules do not
define "knowingly and willfully". According to law dictionaries and case law, the
definition of the terms "knowingly" and "willfully" often depends on the context and
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they can carry different meaning, depending on whether they appear in a civil or criminal
statute. The proposed definition is based on the definition the United States Department
of the Interior, Bureau of Land Management applies in matters that involve the use,
occupancy and development of oil and gas on public lands through leases, permits and
easements. See 43 C.F.R. Section 2920.0-5(m). It is important when enforcing penalty
rules that it is clear what "knowingly and willfully" means.

37. The Division's proposed definition of "knowingly and willfully" should
be adopted as it is based upon a regulation that a federal agency with responsibilities
similar to the Division's uses to regulate oil and gas activities. In addition, the alternative
definition proposed by some participants would require a person subject to an
enforcement action to actually know, rather than be presumed to know the rules, and to
be affirmatively aware of the actions creating the violation. This would allow an operator
to simply profess and maintain ignorance of the rule and to avoid inspecting sites.

38. Subsection T of 19.15.1.7 NMAC should be amended to change the
definition of "temporary abandonment" to be the status of a well that is inactive. This is
necessary because the Act provides that the Division may require a one-well financial
assurance on any well "that has been held in temporary abandoned status" for more than
two years. See NMSA 1978, Section 70-2-14(A). The Division's current definition of
temporary abandonment refers to a well that has been approved for temporary
abandonment status in accordance with Division rules. This definition causes an
anomaly that the New Mexico Legislature could not have intended. The Division may
require a one-well financial assurance on a well that is in compliance with Division rules,
but may not require one on an inactive well that is not in compliance with Division rules.

39. Subsection A of 19.15.1.7 NMAC should be amended to include the
definition of "approved temporary abandonment", which refers to a well that is inactive
and in compliance with Division rules.

40. The main areas of controversy concerned the inactive well list the
Division proposed in 19.15.1.37 NMAC (which the Commission has renumbered as
19.15.1.40 NMAC in order to reserve sections for new pooling rules) and the lack of
notice provided in 19,15.1.40 NMAC; the definition of "knowingly and willfully" and the
proposed requirement, which the Commission decided not to adopt, for requiring
operators to have financial assurance on all wells in the state, not just those on privately
owned or state-owned lands.
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41. Some participants at the hearing expressed concern that Subsection A of
19.15.1,40 NMAC limited the number of wells that could be out of compliance with
19.15.4.201 NMAC to a maximum of five wells for any operator that operates more than
100 wells, which could be difficult for an operator with thousands of wells to meet, and
that the Division did not mail notice to an operator when a well had been on the inactive
well list, although a list of inactive wells, which is updated daily, is always available on
the Division's website. These participants proposed that the number of wells that could
be out of compliance be stated as a percentage rather than an absolute number. The
participants suggested a limit of 5% of the total wells an operator owns.

42. The proposed maximum limit of five wells may present some difficulty
for operators with a large number of wells. However, any well on the inactive well list
for more than one year plus 90 days is out of compliance with 19.15.4.201 NMAC and
represents a failure of enforcement and a potential threat to ground water. The proposed
5% total would allow a large number of wells to be out of compliance with 19.15,4.201
NMAC. For example, if an operator had 2000 wells, it could have 100 wells out of
compliance.

43. Inactive wells present a risk to ground water. Therefore, the number of
wells allowed to be out of compliance with 19.15.4.201 NMAC for purposes of
Subsection A of 19.15.1.40 NMAC should be limited in order to minimize those risks,
regardless of the number of wells an operator has. In addition, using a percentage would
create a situation where the Division and the operator disagree about the total number of
wells an operator has at any given time because the number of wells and operator is
operating may change daily.

44. Therefore, in order to allow larger operators some consideration, but not
allow large number of inactive wells to remain out of compliance with 19.15.4.201
NMAC, the limits on the number of wells should be revised to allow operators of 100 or
wells or less to have two wells or 50% of the wells, whichever is less, the operator has
out of compliance; operators of 101 to 500 wells, five wells out of compliance; operators
of 501 to 1000 wells, seven wells out of compliance; and operators of more than 1000
wells, 10 wells out of compliance. By limiting the number of wells an operator that has
100 wells or less may have out of compliance with 19.15.4.201 NMAC to two wells or
50% of the wells an operator has, whichever is less, it prevents a situation where an
operator has two or three wells and the majority of them are out of compliance with
19.15.4.201 NMAC.
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45. The Division generates the inactive well list by the entering information
from the reports operators provide to the Division, While the inactive well list is
available on the Division website for operators to check the status of their wells on a
daily basis, it would be helpful for the Division to provide notice, by regular mail, to
operators that have wells on the inactive well list that have not reported production or
injection for more than 12 months. This will provide operators written notice that a well
will be out of compliance with 19.15.4.201 NMAC in 90 days if the operator fails to take
action to bring the well into compliance or demonstrate to the Division that the well is
actually in compliance.

46. 19.15.3.101 NMAC should not be amended at this time to require
financial assurance for wells on federally and tribally owned lands within New Mexico.
The Bureau of Land Management currently requires bonds and the Division would need
federal or tribal approval to use a bond on federal or tribal lands even if the Division
required it. Therefore, the proposed change should not be adopted and the Division
should work with the Bureau of Land Management to see if an agreement can be reached
for the Bureau of Land Management to reimburse the Division for plugging it does on
federal or tribal lands pursuant to a request from the Bureau of Land Management.

47. For the reasons stated above and in the transcript, the Commission
concludes that it should adopt the proposed amendments to Rules 7 [Sections A, K and T
of 19.15.1.7 NMAC], 101 [19.15.3.101 NMAC], 102 [19.15.3.102 NMAC], 201
[19.15.4.201 NMAC], 203 [19.15.4.203 NMAC], 701 [19.15.9.701 NMAC], 1101
[19.15.13.1101 NMAC], 1103 [19.15.13.1103], 1104 [19.15.13.1104 NMAC], and 1115
[19.15.13.1115 NMAC] and new Rules 40 [19.15.1.40 NMAC], 41 [19. J 5.1.41 NMAC],
100 [19.15.3.100 NMAC], and 1227 [19.15.14.1227 NMAC] in the form attached to this
Order as Exhibit A.

IT IS THEREFORE ORDERED:

1. The Commission hereby adopts the amendments to Rules 7 [Sections A, K
and T of 19.15.1.7 NMAC], 101 [19.15.3.101 NMAC], 102 [19.15.3.102 NMAC], 201
[19.15.4.201 NMAC], 203 [19.15.4.203 NMAC], 701 [19.15.9.701 NMAC], 1101
[19.15.13.1101 NMAC], 1103 [19.15.13.1103], 1104 [19.15.13.1104 NMAC], and 1115
[19.15.13.1115 NMAC] and new Rules 40 [19.15.1.40 NMAC], 41 [19.15.1.41 NMAC],
100 [19.15.3.100 NMAC], and 1227 [19.15.14.1227 NMAC] of the Oil Conservation
Division rules shown in Exhibit A to this Order, which shall be effective as of the date of
publication thereof in the New Mexico Register except Rule 40 [19.15.1.40 NMAC]
which shall be effective 60 days after such publication.



Case No. 13564
Order No. R-12452
Page 12

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

3. The Commission retains jurisdiction of this matter for entry of such
further orders as may be necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

'MARK E. FESMIRE, P.E., CHAIR

MEMBER

WILLIAM OLSON, MEMBER

S E A L



EXHIBIT A
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19.15.1.7 DEFINITIONS:
A. Definitions beginning with the letter "A".

(1) Abate or abatement shall mean the investigation, containment, removal or other
mitigation of water pollution.

(2) Abatement plan shall mean a description of any operational, monitoring, contingency and
closure requirements and conditions for the prevention, investigation and abatement of water pollution.

(3) Adjoining spacing units are those existing or prospective spacing units in the same
pool[(s)J that are touching at a point or line on the spacing unit that is the subject of the application.

(4) Adjusted allowable shall mean the allowable production a well or proration unit receives
after all adjustments are made.

(5) Allocated pool is one in which the total oil or natural gas production is restricted and
allocated to various wells therein in accordance with proration schedules.

(6) Allowable production shall mean that number of barrels of oil or standard cubic feet of
natural gas authorized by the division to be produced from an allocated pool.

(7L_. ^ApprQve4tempora0 abandonrnentghall be the_status of awell thatjs inactive, has been
apptoygdjn accordance wjth__19_!15.4.2Q3_NMAC. and is incomj3lian.c-e wjthJJJJJ) A2Q3 jjMACL

[f?)]{81 Aquifer shall mean 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.

K. [Res^rvedrjDejirnJiojs jiegmningjvjth theJettgr^K"^ Knowingly^and willfully, for the
purpose, of_as_sesging_ci_vil rjenalties^shaJl mean the voluntary or _c^i^j_Qus_pegformancg_of_an actjhaljs
prohibited or the voluntary or conscious failure to perform an act or duty that is required. _It_doe_s not
jncludg perforrnancgs or failuresjojerform thai Lare_hojiest. mistakes. or merely inadvertent^ rt_in_c_lud_esi_but
does ^nolrequjie^ejfoanances^orjailures jo p_erfo_rra_that result from_a_ criminal or evil intent or from a
specific intent to violate the law. The conduct's knowing and willful nature may.be_est_ablished by plain
indifference jo g^rejklej^i^gard_Qf_the_reguirejn^t_s_o£tfie_Jaw. rules, orders or permits. A consistent
pattern of performance or failure Jo perforrrLalso may be sufficient to establish the conduct's knowing and
willful nature, where such consistent pattern js ; qeithjrjhe_r_e^Jt^f jionesyni^taTcesjpr_mere inadvertency,
Conduct that js otherwise regarded as being^knowing^nd wjlljul is^rgndereclneither accidentalnor

T. Definitions beginning with the letter "T".
(1) Tank bottoms shall mean that accumulation of hydrocarbon material and other substances

[wtriehjthat settles naturally below crude oil in tanks and receptacles that are used in handling and storing of
crude oil, and which accumulation contains in excess of two[(3%)] percent of basic sediment and water;
provided, however, that with respect to lease production and for lease storage tanks, a tank bottom shall be
limited to that volume of the tank in which it is contained that lies below the bottom of the pipeline outlet
thereto.

(2) Temporary abandonment shall be the status of a well [whiehjthat is inactive [aad-has
aboftdeflmen^n-ftceerdanee with-the-pffivisioes-ef tkese-mles].

(3) Top unit allowable for gas shall mean the maximum number of cubic feet of natural gas,
for the proration period, allocated to a gas producing unit in an allocated gas pool,

(4) Top unit allowable for oil shall mean the maximum number of barrels for oil daily for
each calendar month allocated on a proration unit basis in a pool to non-marginal units. The top unit
allowable for a pool shall be determined by multiplying the applicable depth bracket allowable by the
market demand percentage factor in effect.

(5) Treating plant shall mean any plant constructed for the purpose of wholly or partially or



being used wholly or partially for reclaiming, treating, processing^] or in any manner making tank bottoms
or any other waste oil marketable.

(6) Tubingless completion shall mean a well completion in which the production string of
casing has an outside diameter of 2.875 inches or less.

19.15.1.40 COMPLIANCE:
_____ A. ___ A well operator is in compliance with Subsection A of 19.15.J. 40 J-jMACJJLthe operator:
_______ (j) cujrgntly. meets the financial assurance jgqm'rements of 1 9.1 53 .10 1JNM AC;
_______ (2)__ ig^not subject to a division or commission order. jssued_aft_er notice ajid hearirig.Lfinding
the operator to be in violation of an order requiring corrective action:
_______ (3) does not have a penalty assessment that is unpaid more than_7Q_days_after issuance^ o£ the
order assessing the penalty; and
_______ (4) has 00 more thanjheJbllowingjmmber of wells out of cornplianoe^ wjth_l 9 J 5 A20 1
TjM ACjhaj. are not subject to an agreed compHance_Qrdgr_setting_a_sch_edule for bringing the wells into
compliance: with 19 J5A201 NMAC and imposing sanctions if the schedulers jiotjnet:
___________ (aj ^two wells or 50 percent of the wellsjhe operator operates, whichever isjess. if the
operator operates 100 ̂ yells or less;
___________ (b)__ five wells i^theoperator^operatesjrom 10 l_to jOQjwglls;
___________ (g) __seyen_wglls_if the operator operates from 501 to 1000
_________ (d) LQ weljs if ihe^operator operates morg than J OOP wells.
_____ B. ____ Th^diyision^aJLn^iyajlopgrMor^h^n^ccQrding^ .torecprds on filejwith the division,,
a wellon thejnactiye weinistdescribed^in^Subsection F_ofJ 9J 5J .40 NlvlACjihows^nciproduction or
injection for the jjtsj_12__mp_ntbs by sending^ letter bv first class mail to the^ddress the operator has
provided the division pursuant to_Sybse_ctign_C of [9. 15. 3J O^NJMAC^The divigiorLshalLsend outjhese
notices on a monthly bajjis^
_____ C ___ Cornrjliancg wjth^nancjal^ss^ra^cej-egjiirerrients, Xhedivision shall mak^ayajlable^on
itsjwebsite and update weekly the status of operators' fmancial assurance required Lbyil 9 J 5J . 1J3 1 J4MAC.
according to division records^
_____ D. ___ Orders requiring corrective action.
_______ (Ij Tjie divLsion_shall jnake ayailable on its w_ebsite_diyision_or commission orders, isgue4
after notjce^and hearing, finding an operator to be in violatipn_Qf_a.n_grd_er rgquiring corrgctjve jction;
_______ (2_X J^noperajorwho^ contests an order finding it to be in violation of an ordgr requiring
corrective action niay^ppeal and may seek a stay of the order. An order that is stayed pgnding^appeaLdpes
not affect an operator's compjiartcejwitLSubsjctignA of 19.1 .̂ MO NMAC
_______ (3) An operator who completes the corrective actiou the order requires jnay file a motion
with the orders issuer to declare _the_o_rder satisfied Jhg^diyisjon^r cornmission.^as appjicable^_may grant
the rjiotjgn_withou_Lhgaring.,_or may set the matter for hearing.
_____ E. ____ genalt>Lassessments.
_______ (1)_ The^djvision shall make available on its website penalty assessnients^and the date the
operator paid them, according to division records.
_______ (2X _An_opgrator whp_contests an order assessing penalties may appeal and may seek a stay of
the order. An order jjiaUs jitayedjjending appeal joes not affect an operator.' s_c.ompliance with .Subsection
Aofl9.15.1.40NMAC.
_____ F. ____ Inaclive^wells,
_______ (1) ^The djvigjon shaUjnake jvaijable jjn its website, and update daily^an^inactive well list"
listing eachwejl, by operator, that^ccordingjo division records:
___________ (a) does not have^its weilbore plugged Jn accgrdancg with_19.15J4.202_NMAC;
___________ (b) i_s_not itLapproyed temrjorary^abaiidQnment in^ac_cordauce_wuh_l_9JL_5.4J203



NMAC; and
___________fc) is not subject to an agreed compliance order setting a jche^dule Jbri^rjnging^the
welLinto^ompljarice withJ 9J 5/4,20 LNM AC andjmposjng^ sanctions if the operator dpesjiot meeUhe
schedule,
_______(2) For purposes of 19.15.1.40 NMAC. the listing QJLajwell on the division'j> inactivewell
list aAa^ellinactiyeJ'oT^morejhan onejyear plusJjOjiays creates a rebuttable presumption thatjhejwell is
out of compliance with 19.15.4.201 NMAC.

19.15.1.41 ENFORCE ABILITY OF PERMITS AND ADMINISTRATIVE ORDERS: Any
person wboj:ondugtsjmyaclivityjiursuantjQ aj>grmit,, administrativeOj^ej^orjJtjier^Titten^authorization or
aprjrovaljrorri the jjivjsioji sjiallcojripjy with^eyery^term^ondition^and provision of sucjxpermit,
administrative^ ordeji authorigation^r approval.

19.15.3.1QQ OPERATOR REGISTRATION: CHANGE OF OPERATOR: CHANGE OF
NAME:
_____ A. ___ Priorto commencing operations., every operator of a well or wells in New Mexico _shaU
register with the djyi sign as an opera tor. ̂ pj)ljcjants shaILprpvidejhe^folk>wing^ to Lthe Fin^nciaLassurance
adrninjstrjtoj^in ^ejiiyisipn's Santaje^ffice:
_______ (_!)__ an oil and^a^je^isLrationidentiikalioiiJC^IUD^number^btained jrom the division, the
state lajid office or the taxationand revenue department:
_______ (2) a current address^of ^recordjo be used for notice^anda cjirrenlemergency contacLname
and telephone j\umber for each^district in which the operator operates wellsi and
_______ (3) the financial assurance required by 19.15. 3J01 NMAC,
_____ B. ___ The divtsjoiunay deny registratiotLasa welLoperatorJf:
_______ (1) the applicant isjiot itLCQmrjliaQcejwith gubsectionAof 19.A5, 1.4Q NMAC;
_______ (2) anofBcert jjjrgctQji partnerin the^ppjican^or persorrwith an interest inlhe applicant
ejtcegding j5^ercenLis^orwas^ within the past five years an officer, director, partner or person with an
irttergst gxceedjng 25 percent in another ejitijy thatjs not currently in comrjliance wjth Subsecjion A^)f
19. 15.1.40 NMAC:
_______ (3)_. the applicant js or was within the jpasLfive years an officer^irector. partnerorperson
with an interesLexgeeding 25 percent in another entity that is not currently in compliance^vith Subseclion^A
of 19.15. 1.40 NMAC;
_______ (4) _ the applicant is a corporation or limited liability^prnpany^and isjiot registered wiuithe
publjc jggulationj:ornrnissionjo _d_o business inNgwMgxigo; or
_______ (5) the applicant is a Jimited partngrship.^and is jiot registered witJLthg Newjvigxigo
secretary otstate jo do businesgJnJ'Jew Mexica
_____ C. ___ Qperatrjrg^hajl keen the divisionjnformed of their current address of recorded
emergency contact jiames^ndtelephone numbers by submitting changes in writing Jo
financial asgurance adminis^atprjn the^iyision
_____ D. ___ The^diyisior^may r^uire an operator or appjicant to identify its^current aji
directors and partners, and its current and past ownership interest in other operators.
_____ E. ____ Change ofoperaton
_______ (1) A change of operator occurs when the entity responsible for a well or a group of wells
changes^ A^ change o_f operatormay result jroni ajajg. assignment by a court, a change in operating
agreement orotherjransaction. ̂ JJndeLa ̂ change oXo^eratQj^wells^ajgiTipyedJrointheJJGRID number of
the operator of record with the di vision to fhejew operator ̂ QG RID jiumbgn
_______ (2) .Theoperator^of recordjvith the diyisipn and Jhe new^perator jhall apply for a^change _o_f
pp_e_rat_or_byJQintly_Jiling_a form C-145 using the di vision^ webrbased_online_appl_icalipiu. If the opergtor_of



record wjthjhg djyision is unavailable, the new operator jhall apply to the division for apprpvaLof-Change
ofppgralprwithout ajojnt application. ^The^ operate* shaJLrnake^such^prjlkatiQnJn^TJting, andjyoyide
doQiirnentaryLevidence^of Jhe_ applicant' sjigbt Jo jissume operations. Thejiew operator rnayjioLcommence

approves Jhe application Jor change of operator.
(3) The djvision^lirector or his jesjgngejpay den^a changeof operator if:

(a) the •_new_operator_is_notin_complian_cc wj^ Subsection AoQ^JS^l .40 NMAQ or
(b) _ the new operator is agquirtngjweils.J'acllities^Qr^ites subject to

re^uinng^remediation^or^batenient of^ontaminatign^or compliance with 1̂ , 15±3.2Ql_ NMAC^and the_new
operator h^snot^ntere^iritoAn^re^d^ompJi^^
order.
_______ (4± _^n_determimjig whether Jg^jtai^ordeny a^change of operator Lwhenjhg inew operator is
not :_in compliance: with_Subsection A of 19. 15. 1 .40 NMAC, the division directoLorJiis dgsignee shgll
consider which of the factors in Subsection^A of 19. 1_5. L40JNMAC cause the operator to bg_out of,
compliance with Subsgction^A of 19, 15, K40JNMAC. If the non-compliance is gausedjty the operator being
subjecLto a division or commission order finding the operator to be in violation of an order requiring
corre:ctiye action, the division director or his designee shall consider the nature of the underlyjng_yiolation
an4the orjerator^efjorts to achieve compliance, If the non-compliance is caused by th^pperator having
more than the allowed numbgr ofLwgllsjioj incompliance with 19. 1_5. 4,201 KMAC,_.tfae_ diyision^irector or
his_designge shalLcojisiderJhe number of wells^nQt incompliance, the length of tjmelhe wells have been
out of compliance and the operator^ efforts Jo bring tlie wells. into_complianc_e.
_____ F, ____ Change of name.
_______ (1) A change of operator name occurs ^/hen the name of the entity responsible for a well or
welltLchanges but the entity does not change. For a change of name. theJ3GRID nurnberremains the same
buldiyisionjgcordg^arg ^changecL foj;eflecLthe^ne^w operator name,
_______ (2) An jjpexator ^alLapjilyfoxa^hajige^ofjiajne^yJilij^^fgjm^-^^usjngJhe^
web-basecLonlinc Lapplicatjon _a_nd_sup_ply_ing_dQcumeritary. proof that jhtLchangeJo name change^ndnoLa
change of gperator. If the operator is a corporation, limited liability company or limited partnership, the
namejnust be registered withjhe public regulation _cpmmission or the NewiMexico_secr.etgry_of statg. as
applicable. The division shajl not approve^ change of name u_ntil_th_e_statejand office and Jhe Jaxation and
rgvejiue departmejit have cleared the change of .name. QJI the OCjRJD.
_____ G. ___ Examples of change _o_f operator and ̂ hajige^pf name.
_______ (1)_. Mr. jmjth^a sole_prgprigtorJ_.op_erateg_fiye. wells, under the narne "Sjnjth oil company'\
Mr.^mith _changgs the qarne_o_fjiis_cpmpany to "Smith production company". The name of the entity
operating, the, weljshas changed, but the entity has not changed. Mr. Smith should apply for a change of
name,
_______ (2j_ ̂ Mn Smith incorporates^ his business, changing frotVLthe golejgroprietojghip, "Smith
production cginpany'>J_tQ_a corporation: "Smith production company, inc.", The entity_responsible jgrjhe
wells has changed, and Mr^Srnitlijind^mithproductioii company, inc/!_shQuld applxfor a_change_of
ojjerator,
_______ (3J ^Srnithjjroduction company^ inc^LaJsIejw MexicQ^pejator, merges with XYZ, inc.. which
does not operate in New Mexico. At the surviving entity's election, this transaction may be treated as a
change of name frorn^Smithprgduction company, _to XY_Z. inc.jjnaintainingjhe^exjsting QGRJD, or as_a
change ofoperatpr, with a new OGRID.
_______ (4) T_wo_New Mexjco^pejatgrs^ Smith production company^jnc^ a_nd_Jones_producIio_n
cgmpany^ing., merge^ The surviving corporation isJonesjiroduction companyjnc, A differenlentity_nQw
operates the wells Smith production company, formerly operated, and the wells must bejalaced under that
entity's OGRID. ̂ ongs^roduction company, inc. and Smith production company, ino^should apply for a
change of operator :as^tojhe wejls Smjth production compaTiy, jnc^ operated.



19.15.3.101 1PMJGCING BOND1 FINANCIAL ASSURANCE FOR WELL PLUGGING:
A. Any person, firm, corporatipnk] or association who has drilled or acquired, is drilling^]

or proposes to drill or acquire any oil, gasjj] or injection or^othej' service well on privately owned or state
owned lands within this state shall furnish [te t
fmancjal assurance acceptable to the_di vision in the form .pf an irrevocable let jgr of credit or casli or surety
bond running to the state of New Mexico[, in a form prescribed by the divisienrftHd] conditioned that the
well be plugged and abandoned and the location restored and remediated in compliance with [&e-ru4es-and
Fegtriatk>as-e£the] division rules. [Sueh bend may-be-a efl&-weJl^luggiflg^bead-er-a-bianfee^plaggfflg4>eHd7
All -boads-shati be executed by a^espeBSJble-Sttfety oempaay -authored te- de besmess ift-tbe State- oJ-New

B. ____ The_divisjp_n accepts two forms of financiaLassurance: a one-well financial assurance^ that
c_pvgrs_a_ single welLand iLbjanketJinancial assurance^ that_cpyers_ multiple wells. Any well that has been in
temporary abandonment forniorejhan two_yearsjii_ust be^coyered by^ .one- well financial assurance ̂ except
that the division may waive the requirernenLofa one^wejlJinancial assurance for a well that is_shut-jn
beca_iise^fJh^lack_p_fa_pjpeHne connection. The division jnay releasejhe^ one-well financial assurance
upon Lthe operator' s_pr_surgty's written request after the_wellis_returned to productjonjf ablanket^nancJal
assurance _cpverg_the_welL

[B]C. Amounts.
(1) [Bknfcefpfegging-beftds] A blanket Jjnanciaj [assurance shall be in the amount of [fifty

thousand dollars^]$50,OQQ [) eoadittened as above provided,-] covering all oil, gas[T] or service wells drilled,
acquired or operated in this state by the principal on the bond.
[ ———— G-. ———— Qae-weH pJuggmg43OHds]f2X A^^ne-welLfinancialassurance shall be in the amounts
stated below in accordance with the well's depth and location [of the well].

IWJI§1 Chaves, Eddy, Lea, McKmley, Rio Arriba, Roosevelt, Sandovalk] and San
Juan counties, New Mexico: $5000 plu_s_$_l per foot_of projected depth plprpppsed well p_r measured depjh
ofexistingjveiL

[Pfejeeted Depth of Proposed Well
jigg WeH

Less than 5,000-feet
^000 feet to -lO^OO-feet ——————————————————— $ 7,500
More than 10^000-feet ————————————————————— $ 10,000]
All other counties, in the state: $lp,0_pO_plus gj Qerjoot QTprpjgcted depth of

proposed welLormeasured depth of existing^.wg.lL
d WeU

&f Existing Well —————————— A^ettfrt of Bond

10,000 feet ——————————————————— S-J-Q^OOQ

[ ———— ^7] (3X Jhe appropriate division _district_office_may_app_rQye revised plans for an
actively drilling well [may be approved by the appropriate District Office of the divisionjfor drilling as
much as 500 feet deeper than the [normal maximumjdepth [a4k>we4] stated on the well's [bead] financial
assurance. Any well to be drilled more than 500 feet deeper than the [aofBiai depth bracket must]dgpth
stated_on_the_weirs financial assurance shall be covered by a new [bead] financial assurance in the amount
prescribed for the [deepef-depth bracket]ngw_prpj.ec_ted_d_epth.
[ ———— fe] (4| The [beftd-Feqairemeat] amount of, the one- weltJinajiciaLassurance required
for any intentionally deviated well shall be determined by the well's measured depth, and not its true vertical
depth.
[ ———— P^ ———— A-oashrboftd-fflay be aeeepted-by-the-dtvisioe-pHrsaaet te the-eoftdittoas seMerth
hefeinafte^-Cash representing 4he-iyi^mettfl^efohe-befld^hall43eHiepesit^
m ceJe^Fally-iftSUfed-fiftaaeial iftstttution located within the State of New Mexico-, suoh- aeceutrt te-be hei4



in-tmsf-fef tke-divistenr Both-erte- weH-affli-blank-e^cash-bends-shaJl-be-Jn-the ameuflt specified fe
bends.- ArdeeumeflVappfeved-by-the-divistertreyideHeiBg-the terms-and eeftditiorts of the-^ash-bond shaM
be executed %y-aa-authorized representative of the eperatoy aHd-the-depesttOFy mstitetien-and-feled with fee
envision pH0iH&4ke-effeotive date of the bond. No cash-boed-wHl be-autheraed-by the-Difeetef aad-ne
weUs-may be -dritieti or acquired undef a-btefiket eash bond- unless the-epeFatef /apptieattf is- ta-geod standing

app
require-the filtBg-ef-fl finaneJaJ-statefflenHM^SBoh-etheF^BfefflMtfiea as raoy be fleeessafy 4e eva4uate-the
ability ef-the apptteaflt/epeFatef te falfilkhe c-enditkms «f-&e-befldr
————— 6 ———— Freffl-time-to-time-any aeefued-mterest-ever-aad abeve-the-faee ameuat-ef-^e-bettd may
ke-pakt4o-tbe-operater— Upon sattsfaetery-pkiggiftg43y-the eperatOF-of-aHy-we)l(-s)-eo¥eFed-by-a-eash-bottd?
the Director shall issae an-erder-aHtheriziBg-the-reJease-of said- bond-.
————— H^ ———— Arty- bead requifed-by S«c4ioa Ktl-of l-9-.̂ .-J NMAG is »phiggiftg-boedrnet-a

d^hfttt-efidufe^fflti^aHy-weit-diii^
plttggiflg and obondonment has been opprpved by the-divisJoHrer has-beeH-oevered by-anether

bpnd approved by the
Transfer of a-ppeperty 4oes

evmepship-ef-a weU-j thfr-apprepriate ferm^-C-4G^ er-€^04,-pr^3erly executed,-shatl be
- Qffiee-o^-the divisien-in-aeeefdanee-with -Rale-4 l£3-OF-Rale-1404-by t

may approve the tFaHsfer-pf0vi4iHg -that a new-ene-weti boftd-eove^ng the-well -er-a
blanket bead-in the name of the new-owner has been approved by the Santa Fe-effice-o£the4ivis4eHr

and-the FeFffl-€-403^^€-404, the transferref4s released-ef
pjuggiag-fespensibiiity fer-the-wett^ afld-upoH-reqaest-, the-OFigtaoJ-bead wiH-bepeleasedr-No
will-be- released, -however, until all wells covered-by the-bon4 have-beeft-pkigged-an4 abaadened-er
transferred iB-aeoerdaaee-wrth-the pf o îsioas-ef-Seetien-1 0 1 -of4 ̂ M-^ 3-NMAG-.

tliereo^-obtained^rem-said-efifioe-.
————— y. ———— AH- bends required by these rules-shall-be oortttitieHed-fef we4t pluggmg-and 4ec-atien
eJeaaup only, and-aefte-seeure payment fei^dafflages te livestock-, fanger water, -erepsr tangible
impfO¥eaaeHtsrner-any ether purpose.
————— M: ——— UfOft faifare-ef theneperetef te properly plug oad-abafldoe the-weil(s)-eQveretl43y-a-beft€l;
the 4iv4sien-shail-give ftottce-te-the-eperatof-aftd-su¥ety,4f applieabJer-aftd^old-a beafiag as 4e whether-the

detefmined-diat fee-eper-atef has-JaiJed-te^iag the well as pro vided-feiHR-the- bead eofidrtiefls-artd divistea
rutesrthe^)ivis4oH-dtfeeteF shall issBe-arheFde^difeetiflg-the weH(s)-to be plugged in a time eertaift. -Sneh-ft
erder-may-alse^irecHlie forfeiture pf the bond upoa-the -failure or refusal ef the-operatef ̂ -surety, -er-etheF

e-weH(s)T 4f-the-pfoeeeds-of the bond(s) are not sufficient-te-eovef-ott
of the c0sts-taeurred by-the-dtvisioa m piaggmg-the wetl(s) covered-by-the
iegal-aetien-as4s-fieeessaFy4e-Feeever-saeh-ad4rtt6flai-eost8. Any
er^egal-ac-tiofls-shall-bfrpkeed-in-the Oil-feOas
_____ D. ___ General requirements for financial
_______ (lj The operator shall file financiaLassurance documents with the division's Santa Fe_gfjjcc.
and pbtain^appro valsand xelgaAes^f^financjal^ssuranc^from that office.
_______ (2X All financial assurance documents _shaU_be_ on forms prescribed by pr^thervvise
acceptable^ tojhg division^
_______ (3) AJinancial assurapce shajl be^onditioned for wellplugging and abandonment and
location restorationLand rernedjatipn pjily, and npyo^securejayment fpr jamages tp^ livestock, range^ crops
or^ngib^le^irnprpyementsjjrany otherpurpose,
_______ (4) Jhe diyisipnjnayje^uire^pTpof ^that the^ individual signing for_an_ entity onji financial
assurance document or an^mendment tp a financial assurance document hasjhg authority to obligatejhat
entity,



E. ____ Additioj^jej^rejpgjiisjig^
_______ (1 j_. Surety bonds^hall be _jssued_by_ a_rep_utable corporate^ s^rety^authorizcdjo^io^usiness in
thej>tate of New Mexico,
_______ (2) _.T_he_Qrjeratpr_sh_all deposit pjisjirepTe.sejitingjhe_i^ljimjju^^
â  federally-insured financial institutioalp^atedjwithin the ,_state_p_f New Mexico, such_ account, tp_be heldjn
trust _fp_r the divis^iQn.^Authorized^epresgntativgs of the jgperatorand the jeposjtpryjnstitytmn^hall execute
a dpgurnenf evidencing the.cash_.b_pnd_'sjerms_and conditions. The operator ^shalljile. the document wjthjhe
diyisionprior tojhebpjia^s effggtiye^atg. Jfjhe_ operator's finangiaj slatug or reliability is unknown to the
diyisjpn_directpr_he_p_r jjhejnayrequirg the Jjling_pf_a financial statement or sucrLOtheLinforniatigji as may
be nece_ssary__to_eva_lu_ate__the_ operator's ability to fulfill the bpntTs conditions. Frornjimejo time any
accruedjnterest^ver and^bovejhe bond's_face jmount jnay be paigLtp^the operator.

F. ____ Addjiipnal reguirementsjbr^cash^nd gurgtyjjojrds.
_______ (1) The^divisipiLrnay accept

_______ (2)^ Letters of credit&halljje Jrrgv_ocable_for a tertnofnol less Jhan five years, unlgss_thc
applicant shows good^cause fora shorteT_tiine_period.
_______ (3) _ Letters^)f crejiljhajl^rrjvig'ejbr^aujojnalic^enew^ii'c^s^ccjssivg, like^term^upon
expjratign^unless jhe issuerhas notified the_diyjsjpiun_writing °^ Qon-renewal aUeast_30_d_ays_pripr_tp
expiration.
_______ (4) The division may forfeit and collect aJetter of credit if not repjaged by :an approved
financial assurance at jeast 30 days before J
_____ G. ___ Release of JjnanciaJ assurance.
_______ (_!)__ The dlvisioji shall releage_-a financiaLassurance document upon the pperator!s or surety's
written rjqujsXii^lLwells^dri^ll^^r^cquiredjjndexthatJinAn^aJ^sjurance^
abandoned gndjthe locatioji restored andjemedia ted and releasgj[pursuanLto^l£.15.4±2Q2 NMAC^orhave
beencp^eredJ)yLanotherfinansiai assurange^the divisioji has_ap_prp_vcjl
_______ (2j_ JransJ'er_of.aprQperty_or_a_chaiige of ^_Qpgratgr_dQes_not_o£. itself release a fmaiiciaj
assurance^. Th^divisiQtishallnot approye a^regjueslfQr ci\angg^o£Qpet'jitgr foi •& well until the new operator
has Ihe^eguired^nandaj^ajsurancejnplace,

(!.)_ A)ppn^the operator's fail_ure_tg_prpp_erlypjug.a_nd ^abandon arid^esjorg and rernediatejhe
anywell ox wells ajfinancial assurance, covers^the di vision shall give nptice to the^operator and

surety^ ifappHcable^ and hold a heari_ng_as_to_ whether^the wejl or wells jhpuld^be plugged _and_abandQned
and the location r_e_stp_re_d and rernediateQ1 in agcordance with a diyision-approved plugging program. If it is
determined aLthe hearing, that Jhe_ operator hasJaileaLto^plug^nd abandon Jhg^wel Land restore^and
rgrngdjate^ the location as prpyided for in the financial La^u.rJ^6^r_diyision_r_ules.Lthg division director shall
issue^rLorjeoiirectirig the_well Jp bepluggedorabandoned ^and the Jocatioargstored ancLremediated in a
time certain^ Such an prder may also direct Jhe^fQrfeiture^fjhe^ financial _a_ssurange upon thejailure or
refugaLoLthe ppeiator^surety or otherxesponsiblg^party: tQ_p_rop_erly_plug_and_.abandgn jhe_well _gnd restore
andjemediatgjhe^locatiprL
_______ (2) If the finanQialassurance's proceeds ^exceed Ihe^ coasts tlie division incurred plugging rn^d
ab_an_doning jhc_wejl_and..re_stp_nng_and remediating the location Jhejinancial assurance covers^ the division
shall leturnjhe excess to Jhe surety or Ihe operator ̂ asjippropnate.
_______ (_3)._ If the fmanciai a_s_surancg;s_proceed_s are not sufficienLto coyer all the^costs the division
incurredjn^plugging andjibandoning the well and restoring and remediating^ the iocatipn^the division may
seek i^gjnrrificaiiQjLrronithe op^ra±or^
_______ (4) T_he_dLvisjp_ri shajl deposit all forfeitures _and_all funds _c_pjlegted pursuant tp^ judgment in
a_guit. for indemnification jn the_j^ajid_gaj_rgclamatjpn ,Jiind;
_____ I. ____ E.ffective_dates,
_______ (t) 19. 1 5̂ 3.101 NMAC .is_ effective immediately jis Jo all wells^ drilled pr acquired jifter its



effective date,
_______(2) As to all other wells. 19.15.3.101 NMAC is effective January I, 2008.

19.15.3.102 [NOTICE OF INDENTION TO DR1LLIPERMIT TO DRILL, DEEPEN OR PLUG
BACK:
[ ———— A: ———— Pfier-to-the-eo«imeReemeftt ef op efatiens; fietiee-shaJ143e-de4ivefe4te-the divisiofl ef

f^l-er-gas-<>^ A

————— B^ ———— No peHfli^halt-be-appreved fer 4he-driHiag ef any-weU-withia-the eerperate-litmts-ofaRy
ctty,-town^-eF-vittage of this-state vmless-ftotice-ofintentioft-te-dfill-sueh-weU has been given to the duly
constituted-governing body of such-etty,-town-er-¥iUage-of-its-dttly authorized •ageat— Evtdenee ef sack

Whefl filing -a- permit-te dfiti-iH-aay quaftef-qttartey section containing an existing well-er
shaU-oenemrently file a plat or other acceptable document locating and identifying such

wetits^-aad -a- statement -that the operator(s) of such well(s) have been furnished a copy-e£ the permit.]
A. ___ Tjjej3pej~ajgrsh<illj3blainjij?erjT^^

pperations^orbelore plugging a wellbagkjo j L different pool or cornpleting or re-cpmpleting a well jn an
additional _p_ool.
_____ B. ____ Applicants shalLfilg a_cpmp_letg form .C^J^I^p^li^tign_fo^_pgrm_itjg drilL deepen or
plug_b_ack._a_nd_cpmp_lete form C l̂ Q2. well location and^acreage dedication plat, andjneet Jhejpllowing
requirements,, if applkapje:
_______ (1) _^n__app_liganl for a^ejrnit to drilLany welLwjthin the^orporate^ limits pf <myci ty. town or
village _o_f Jhjs state jhajl givejiptice to the July constituted governing^body of such Lcity. lown or yillage^pr
its duly : authorised agenj^and c^rtify^nJormC ̂ 01 thatjt_gayc_such notice;
_______ (2\ an appligant fpj-_a_p_e_rniittp_drill in any^iuarter-^uarteLSgctipn^containing an existing well
oorells operated by:another operator shall concurrentlyjile^a^lat pr other acceptable dpcumenUocating
ajidj(fentify_ing_suchwgll or wells, furnish a copy of the application to the other operatojLQlLPperatQrs jn the
quarter-quarter jjectioji and certify on form C-lQLthat it furmshed^uch _cop_ies;
_______ (3X anapplicanj fora rjgrmiypj>rjerate A well ina_spacing_g_r prQrationjunit containirig^an
existmg_we_U or jve_Lls opgrated _by_aaother ̂ operator shall also^omplywith I'aragraph (2)_ofSubsec_tion_E cif
19. 15.3. 104 NMAC.
_____ C. ___ The division director Lor hjs designge jnay deny .apepnit to drill, dgerjer^or plug back if
the applicant is not in compliance Lwjth ..SubsgctiQn_A_QO9_±.15;.1^40NMACI_ In determiging whether to
grantor ̂ eny the_permil. the^iyisiondirecjprorhis^ designge shall consider whicholihe^factois in
Subsection A .̂ori^J .̂1^0_NMAC_cause_.thg operator to be
. ^ 1 5JJ40__NM AC^ Ifjhe^non-complianceiis^aused^by the ̂ pejatori>ein^sul^jectjojt diyisign or

cjjrrjrnissignjjrderjindiiig thejjpgratpT ^to_beJrryiolatJQn of an order requiring, correctly ejtctjoiL the .division
directorpr his designee^sbalj consider the nature ofthe underlying yjojationjuid the_gp_eralorls effortsjo
achieve c^mpljajic^e Jfjhe^npn-^Qnipliance^iscaused by ^jhe LOperatpr having _more_thanjhe ajlowed^numbej-
of^wells_no_tjn cgmpliancejwith 19^15.4. 20LNMACL the division Ldirectorjrr his designge jhall considgrjlie
number ofwellsjiot in^compliance^lhe^length^ftime fliejwglls _haye_been_gut_.o_f cgrnpliance .andjhe
operator's jffgrts to bring the welisjnto cornpljance.
_____ D. ___ ThejJivisignjnaylrnpose cpnditipns_pn_an_aBprp_vgd peimit to drill, deepen or plug back.
_____ E. ____ Thej)pgrator^hallkegp^ gppy pf the approved form C- 10 l_aUhe_ well sije diiring^drjllitig
operations:.



19.15.4.201 WELLS TO BE PROPERLY ABANDONED:
A. The operator of any [ well-drilled 4bF-o&, gas-or-injectiefl;4oF-seismieT eere-of-othef

exploration; ef for -a service-wel^JQfjhe^followmgjvells, whether cased or uncased, shall be responsible for
the plugging thereof^]: ̂ wells drilled Jbr oil oj; ggsiprservice wells Jndudjiig_buj rjotlin^ited IP seisrnic,,

L exploration or injection
B. A well shall be either properly plugged and abandoned or [temper ari ty~abafldefled]pjaced

in approved Jernporary abandonment in accordance with these rules within [niaety {9Q}]90 days after:
(1) a [sixty (60)]6Q day period following suspension of drilling operations^];
(2) a determination that a well is no longer usable for beneficial purposes[;]; or
(3) a period of one [{4}]year in which a well has been continuously inactive.

19.15.4.203 APPROVED TEMPORARY ABANDONMENT:
A. [WeJIs-Wfeieh May Be-Temporarily AbondoHedjApproyed Ltempprary abandonrnenL[ffi]

The division may [permit-any well whieh is required to be properly- abandoned taideHhese-riries-btrt whieh
has potentkl^b^future benefietaJ-use-Jot^eftkafioed recovery-e^mjeetiefl^tfid-aftyHMflefr weH-fef whieh-an

. te be terepefafily-abandoHedjplage^ny wellinjirjprgygd
temporary abandonment for a period of up to five [(5)]years. Prior to the expiration of any approved
temporary abandonment the operator shall return the well to beneficial use under a plan [approved-fey] the
division approves, permanently plug and abandon said well and reslore andjeniediatejhe location or apply
for a new approval to temporarily abandon the well.

B. Request for approval and permit.
(1) Any operator seeking approval for approved temporary abandonment shall submit on

form C-103, sundry notices and reports on wells, and a notice of intent to [temper afily- abaadea] seek
appro vgd Jempgjajy_abgndpnme_nt_ib_r_ the well describing the proposed temporary abandonment procedure
to be used. [NejThe opeTatorshalUiot cpmrnence any work [shall be-eommeaoedjuntil approved by the
division^ [aftd-tke]T_he operator shall give 24 hours notice to the appropriate district office of the division
before [wCTk-ac-tuaHy-begms]beginriingjtVQrk.

(2) [No ten^erafy-abandomrtenf^hall^e-appffived]TJiediyigion shall npt_ap_pro_ve_ temporary
abandonmentuntil the ^operator furnishes evidence demonstratingjimtess-evideneeis famished te-skow]
that [the-casing efsueh well isjsucji well's casing and_cerngnti.ng are mechanically andphysically sound and
in such condition as to prevent:

(a) damage to the producing zone;
(b) migration of hydrocarbons or water;
(c) the contamination of fresh water or other natural resources; and
(d) the leakage of any substance at the surface.

(3) [H-&e-weU-feils the ̂ meehanieaHategrity -test required -he^m,-the-welV-SHalV-be-pKigge4
and-abandoned m aecerdartee-wkh {hese-fules-eF the- casing problem -eofreeted -and- the -easing retested

(90) days7]The _ope_rator shall demonstrate both internal an4exjefflal.mechaiiical_integrity
pursuant to Paragraphs (1 K (2) and (3) of Subsection C of 19.15.4.203 NMAC.

(4) Upon successful completion of the work on the temporarily abandoned well, the operator
[wiH] shall submit a request for [T-etHpefaFy Abartdoamefitjapproved tempojary^barjdojirnent to the
appropriate district office on form C-103 together with such other information as is required by [Rale-140^
femiSubsection E of 19. 15. 13. 1103 NMAC.

(5) [T-he-divisiofi may- require the-eperatef-te-pest with tke-divistoa- a-oae-we"rphigg4ftg-befld
fer-the-welHn-an-aHK>ttftt-te-be determined-by-the-divisk>H-t&-be satisfactory te meet the-partieulaf
requirements ef the-wellr
——————— (6) — ]The division shall specify the permit's expiration date [ef-fefrpermit], which shall be not
more than five[-{5)] years from the date of approval.



C. [Tests- RequtfedjOemongtrating mechanical integrity.
(1) The division mayjtpproye the following methods of demonstrating internal casing

integrity [may be approved for temperanly-abandemfig-a weU]for wells to beLplaced in approvedjejnrjgrary
abandonment'.

(a) the operator mayjiet a cast iron bridge plug [wiH-be-set-withm eae-hundred
{4QQ4]within lQQ_feet of uppermost perforations or production casing shoe^load [an4]the casing
[iea4ed]with inert fluid and pressure [tested]test to 500 pounds per square inch surface jiressure with a
pressure drop of not more than 10[%]percent [fer-thiFty-BO) mmutes]oyer aJJOjiiinute period; [ef]

(b) the^orjgrator may run a retrievable bridge plug or packer [wtll-be-Ftmjto within [ette
htmdfed-ftOO)31QO feet of uppermost perforations or production casing shoea and test the well [tes4ed]to
500 pounds per square inch surface pressure for [thtfty]3Q minutes with a pressure drop of not greater than
10[%]percent [&^tfty439>rftimrtes]over a3P_mjnute period; or
[ ——————————— (e) — for-a gas-weH-in-setrtheast New Mexico eompleted-abeve-the &a» -Andres
formation, if the-eperater can demonsfrate-thaHhe fluid-level is below tke43ase of the salt-and-tbat^
Bradenhead test shows no casing Jeak-s, the -division may-exempHhe well from the requirement- fef a-br-tdge
plttg ef packer; or
——————————— (d) — a- casing inspectioa leg confirming- the mec-kaRJcaJ- integrity of the production
casing may-be-submitted.]

(c) the operatormay jlernonstratejhat the LWgll _has_be_en ^completed for lessjlian five
ygars^and has npt__begn connected to a pipeline.

(2) [Any such test which is submitted must have been-cefldtfcted within-the-previeus-twelve
(1-3-) moHthsr] During the testing described mSubparagraphs^fa) and_(b)_pf_Paragraph.(l_) of Subsection^ of
19.15.4.203 NMAC the operator shall:
___________ (a) _ open^allcasing valves ̂ urmgJheJnjernaLpressure jests and jgport any flowjgr
pressurej:hange occiirringjmmediately^before. durmg^r jmmediately^fterjheJQjrnnutepressure test;

( b) __ top ojyjhejgasing withjnert fluid prioLtoJeaying thejocajion;
___________ (c) _ rgport anyjlow dunngjhejest in Subparagrapris (a) ajidXb^ofParagrapJiOJ .of
Subsection C of 19. 15..4JQ3 NJviACjoJhe^divisiondislrict office prior to completion ofthe tejnporary
abandpjinienLoperations;jhe^ivision jpay require remediation pf_the_flow_prior to approvingjemporary
abandpnrnent ofthe w_el_L
_______ (3) ^ArLQperator imay use ^any method approved by the IJnited^tates^enyironmental
protection_agency in 40 CRR. J46;8(c) to dempnstrateexternaL casing and cement integrity for wejls_to._be
placed in approvgd tenTrjoraryabandonrnent
[ ——————— (3) — Aay-sueh test-whieh-is-suteirtted-musfJiave-been cortdueted- within the previous
(43)

(4X _ The^ivision shalj riot accepUnechanical integrity tests or logs conducted morejhari 1_2
rnonths prior. to_submjttaL
_______ (5X The operatp_r shal] record mechajiical integrity tests on a_chartrecprder_with ajnaximum
twojiour clock andjnaximuni 1^00_ppund spring^which has been calibrated within the six months prior to
conducting the test. All witnesses^ to^thg te_st_shall sign the_chart. The operator shall subrm'tlhe^chart wjth
forniC-103 requesting^ approved temporary: abandonment.

[£*)K£1 The division may approve other [casing tests submitted-en-Fefm-C-4Q^-eH-ae
individual basis] testing _methods the operator proposes if_the operator demonstrates thai ^the test
the requirements of Paragraph (2) of Subsection B of 1 9. 1 5. 14.203. NMAC.



19.15.9.701 INJECTION OF FLUIDS INTO RESERVOIRS:
A. Permit for injection required. The injection of gas, liquefied petroleum gas, air, water[?]

or any other medium into any reservoir for the purpose of maintaining reservoir pressure or for the purpose
of secondary or other enhanced recovery or for storage or the injection of water into any formation for the
purpose of water disposal shall be permitted only by order ofthe division after notice and hearing, unless
otherwise provided herein. The^iyisionshalLgrant a permkfor injectignunder l9.15;9.7PLNMA.C^only to
an_opergtor_ who is in compliance^ wjthjiubsection A ofl 9, 1̂ . l>tO_NMAQ The division may: revoke jt
perrnilfor injection issued under 19._l_5.9.7Ql_l^MAC_after_ngtice andjiearmgjf thg_op_erator is_not_in
compliance with Subsection A oil 9. 15. L4Q NMAC.

B. Method of making application.
(1) [Appli6atioH]TJie^>perator shall apply for authority [feF-theiftjeetiefl-ef|toJnject gas,

liquefied petroleum gas, air, water or any other medium into any formation for any reason, including but not
necessarily limited to the establishment of or the expansion of water flood projects, enhanced recovery
projects, pressure maintenance projects^] and salt water disposal, [shaM43e-by-^ubmittal-ef~divisieu
geyffijby subrflittingjonn C-108 complete with all attachments.

(2) The applicant shall furnish, by certified or registered mail, a copy ofthe application to
[thejeach owner of the surface of the land on which each injection or disposal well is to be located and to
each leasehold operator orother "ajfegted person" within anyjract wholly orpartialjy contained within one-
half mile of the well. _Affect.ed_p_grspn__sh_all_fnean the fa) division designategloperator;ib)jnjlie^abgence of
an operator^ any jes_see_ whose interestjs jsvidencg by a^writteiLConyeyanc^e^ogumejit^itjier^oflrecord or
known Jo ihe applicant as_ofthe date he files the applications and {cLirj ithe absence of lanpperator or lessee,

interest isevidgnced by a^wnttenconveyance documen.teither_pf. record
orknown to the applicant's of_the_date_he_filed_the application,

C. Administrative approval.
(1) If the application js for administrative approval rather than for a hearing, it [nwst]shall

also be accompanied by a copy of a legal publication the applicant published [by-the-applicant] in a
newspaper of general circulation in the county in which the proposed injection well is located. [(T-he- details
Feqaifed-ifl-sueh-legal notiee are-listed en Side-3-ef FoFtn-C-108)]The legal publication 's^ontents^shall
include Jhg (a) name^ address, phone number and contaciparty fprJhe^applicantL(b) the injection yell's
iritejjd_e_d_purppse, with the^xacUpcation of single__wgUs_or_the sectipjijownship^nd range location oj
multiple^ wells; (c| the formation name and depth wjthexpected .jn^iiiiu.m_injection_rajgs_and pressures^and
(d)_a notation that interested parties must file objections or requestsjbr hearing with thg Ldjvisjon within 15

(2) [Ne]ThejJiyision shall not approve an application for administrative approval [maybe
approved]until 15 days following the_diyisjon's receipt [by-the-dmsienjof form C-108 complete with all
attachments including evidence of mailing as required under [Subsection B, Paragraph f3)-abeve]Paragr_apJi
(21 of Subsection B of 19.15.9.701 NMAC and proof of publication as required by [Subseetieti-G,
Paragraph (1) above]Paragraph (1) of Subsection C of 19.15.9.701 NMAC.

(3) If [ftejthejJiyisjon does notreceive an objection [is *eeewed] within said 15-day period,
and a hearing is not otherwise required, the division may approve the application [maybe
approved] administratively.

D. Hearings[-]. If a written objection to any application for administrative approval of an
injection well is filed within 15 days after receipt of a complete application, or if a hearing is required [by
these-raiesjpursuant to 19_J_5.9..7Q1_NMAC or deemed advisable by the division director, th^division jhajl
set the application [shall be-set]for hearing and give notice [thereof-given-by-the -divisMmjpf the hearing.

E. Salt water disposal wells.
(1) The division director shall have authority to grant an exception to the hearing

requirements of Subsection A of 19.15.9.701 NMAC for water disposal wells only [-, wi&et&4iearing,]when
the waters to be disposed of are mineralized to such a degree as to be unfit for domestic, stock, irrigation[?]
or other general use, and when said waters are to be disposed of into a formation older than Triassic (Lea



county only) and provided the division receives no objections [afe^eeeived]pursuant to Subsection C of
19.15.9.701 NMAC.

(2) [DisrjesaJ-witi^efteperfflrtted]The^dlvisicii shall not permit disposal into zones
containing waters having total dissolved solids concentrations of 10,000 mg/1 or less except after notice and
hearing, provided however, that the division may establish exempted aquifers for such zones wherein the
division may administratively approve such injection [may fee-appreved-adfflifti strati vely].

(3) Notwithstanding the provisions of [SukseetioH-ErParagFaph (3 Vabeve] paragraph (21of
SubsectionE of 19.15.9.701 NMAC, the division director may authorize disposal into such zones if the
waters to be disposed of are of higher quality than the native water in the disposal zone.

F. Pressure maintenance projects.
(1) Pressure maintenance projects are defined as those projects in which fluids are injected

into the producing horizon in an effort to build up [artd/er]or maintain the reservoir pressure in an area
[wkiehjthat has not reached the advanced or "stripper" state of depletion.

(2) [A4i]The divisionjihalLset ajl applications for establishment of pressure maintenance
projects [shaH-be sefjfor hearing. TliejiiyisjojUihjJlfixjhe project area and the allowable formula for any
pressure maintenance project [sha4i-be^«eed-by-the-divisieft]on an individual basis after notice and hearing.

(3) [PfessitfeJThejJiyisjon may authorize an ppej"alor^to^expanolapressurg maintenance
projects [may be expandedjand place additional wells [pteeed]on injection only [upen -authority from the
division]after notice and hearing or by administrative approval.

(4) The division director shall have authority to grant an exception to the hearing
requirements of Subsection A of 19.15.9.701 NMAC for the conversion to injection of additional wells
within a project area provided that any such well is necessary to develop or maintain efficient pressure
maintenance within such project and provided that the^division receives no objections [are
reeeived]pursuant to Subsection C of 19.15.9.701 NMAC.

(5) An established pressure maintenance project shall have only one designated operator.
Any application for exception must be set for hearing.

G. Water flood projects.
(1) Water flood projects are defined as those projects in which water is injected into a

producing horizon in sufficient quantities and under sufficient pressure to stimulate the production of oil
from other wells in the area, and shall be limited to those areas in which the wells have reached an advanced
state of depletion and are regarded as what is commonly referred to as "stripper" wells.

(2) [A4i]TJTe__ îyjsjojLsJiallseLall applications for establishment of water flood projects [shaH
be-set] for hearing.

(3) The project area of a water flood project shall comprise the proration units [ewaedef
eperated-by]a given operator owns or operates upon which injection wells are located plus all proration
units [ewaed-ei^epefated-feyjthe same operator [wfeehjgwns oroperates^hat directly or diagonally offset
the injection tracts and have producing wells completed on them in the same formation; provided however,
that trMdivlsion^nayjncludeiirLtheprpject area additional proration units not directly [fter-]or diagonally
offsetting an injection tract [fflay-be-meluded m the-pFejeoHaFea]if. after notice and hearing, [il] the operator
has [beefljestablished that such additional units have wells completed thereon [wfeiefe]that have experienced
a substantial response to water injection.

(4) The allowable [assigned] thgidivisiorLassigns to wells in a water flood project area shall
be equal to the wejls^ ability [ef-&e-welfa]to produce and shall not be subject to the depth bracket allowable
for the pool nor to the market demand percentage factor.

(5) Nothing herein contained shall be construed as prohibiting the assignment of special
allowables to wells in buffer zones after notice and hearing. [Spee4a4]Tbe^divisionmavassigrj special
allowables [tnay-also-be-assignedjin the limited instances where it is established at a hearing that it is
imperative for the protection of correlative rights to do so.



(6) [W-atef]The division shall a^triorigejhe expansion of water flood projects [may-be
expandedjand thepIacemenU)f additional wells [pfeeed]on injection only [apefl authority-frenvthe
div4sieft]after notice and hearing or by administrative approval.

(7) The division director shall have authority to grant an exception to the hearing
requirements of Subsection A of 1 9 . 1 5 .9 .70 1 NMAC for conversion to injection of additional wells
provided that any such well is necessary to develop or maintain thorough and efficient water flood injection
for any authorized project and provided that the division jgcgivgs no objections [afe-^eeeived] pursuant to
Subsection C of 19.15.9.701 NMAC.

(8) An established water flood project shall have only one designated operator. [Anyjlhe
tJoL hearing any application for exception [mus^e-set for hearing].

H. Storage wells.
(1) The division director shall have authority to grant an exception to the hearing

requirements of Subsection A of 1 9 . 1 5 .9 .70 1 NMAC for the underground storage of liquefied petroleum
gas or liquid hydrocarbons in secure caverns within massive salt beds, and provided the division receives no
objections [are receivedjpursuant to Subsection C of 19.15.9.701 NMAC.

(2) In addition to the filing requirements of Subsection B of 19. 15.9.701 NMAC, the
applicant for approval of a storage well under [this-^^H4e]I9J .̂9.701^JMAC shall file the following:

(a) with the division director, a [pfegfflftg43efld] financial assurance in accordance with
the provisions of [RH4e-44J-]19.5.3.101 NMAC:

(b) with the appropriate district office ofthe division
(i) formC- IjJl^pplication forpermit to drill^dgepen^rplug^ack;
(ii) fQrrn^C-102.Ljvveinocation^and^creage dedication plat; and
(iii) fcjTn^C-ljjSjjvellgompletion or recompletionj'eport andjpg.

19.15.13.1101 APPLICATION FOR PERMIT TO DRILL, DEEPEN OR PLUG BACK (Form C-
101):
[ ———— A: ——— Before -6Offlmenc4ftg-<iri4liftg-^f-deepening-^eF^
another ^one^^fee-opefater-ef•^e-welj-m^s4-obtiHn-apei!m^t te do -s<h-T-o-ebtaifrsaeh permit, the operator

)l-; appheatteft-fef permit te-drift, deepen
eomptetely-fiUed muvl-f the-eperatOf-has-an-BppFeved-bend-m-aecerdaHee^with-^^lS.S.lOl

- will be^etemed te kim-oe~which will be noted 4he-divisioaVappFeval,-wtth-any
ki the-Jbfms G- H) l-will-be

fetamed-with-the eflttse-^bf FejeetteH-stated-thereerh
————— Bs ———— Foffl>C-lfrNRtts443e-aeeetnpaHied by-thfee-oeptes-of-feffH-G-4037-well location and
aereage dedication plat. (Soo 19.15.13.1102 NMAGr)
————— Gi ——— l£the-well is-te-be df iUe4 oa state tend,-subrtH^8t?e^er>tes-of-ferm- G- 1-0 l-aad fomr eopies
of form €- K>2-, the-ex-tra oepy- of each- ferm kemg-fef tbe-state4aHd-offiee.]

A. ___ An operator ^applying for ajterrnit jo drill, deepen, re-gnler orj^lug^ayejl backjc^a
differgnl joolor cornpletej^rre-complete^ a ijvglUrLan^additiona] pool shall file ajiomplete fonn C l̂ Ql_an_d
a^cpmplete fprm _C-1 02, well locatloiLand^acreage^ dedication pi at.
_______ (I) _ An applicant for a permit to drill^ny well within the^orporate limits of an>Lcity, town or
vjlLage of thisjitate^ shall give notice to the duly constituted gpyeniing^ody of such city, town or village or
its duly authorized jg^nt^anjJ^ejtifyojijQnrLC^l OJ Jhat it gave sucli notice
_______ (21 An applicant for a permitlo^rillin any quarter-quarter sectiorLcontauiirtg
well or wells operated by another operator shall^oj\currently file aplat or j>therjtcceptable docuinent
locating and Jdenlifying such well or wells, furriisii a qppy of ihe application ^tc La^yj^ther operatgrinlhe
quarter-quarter section and certjiy on formJ^-lQ] lhat jt furnished



_______(3) .ArLapplicant fora permit lo^operate a well in a spacingj>rprpration unit containing an
existingjwell or wells operatgd bvanQth_er_gp_eratpr_sha]l_alg_o comply with Paragraph (2) of Subsectipn_E_gf
19.15.3.104 NMAC.
_____B.____If the jjiyision jjpprovesjhe.. permit^ itjnay Impose conditions of approval
_____C.___If the division denieMhepemiiLiLshalLrejurn the formj>10j to the applicant with the
causejbr rejection stated_thereg_rL

19.15.13.1103 SUNDRY NOTICES AND REPORTS ON WELLS (Form C-103): Form C-103 is a
dual purpose form [te-be-fiiedjthe operator shall file with the appropriate district office of the division to
obtain division approval prior to commencing certain operations and also to report various completed
operations.

A. Form C-103 as a notice of intention.
(1) Th.e_pperatpr_shallJik form C-103 [shall be filed-4ft-triptieate-by-tfee-epefatef]and obtain

the division's approval [ebtaia ffom the-divtsieajprior to:
(a) effecting a change of plans from those previously approved on form C-101 or form

C-103W;
(b) altering a drilling well's casing program or pulling casing or otherwise altering an

existing well's casing installation^];
(c) [T-efflperarih' abandermg-Q-well]placing a well iiiapproved temporary

abandonment;
(d) plugging and abandoning a wellH^or
(e) performing remedial work on a well [wht6h]that, when completed, will affect the

welTs original status[ef- the well]; (this shall include making new perforations in existing wells or squeezing
old perforations in existing wells, but is not applicable to new wells in the process of being completed nor
to old wells being deepened or plugged back to another zone when such recompletion has been authorized
by an approved form C-101, application for permit to drill, re^entei deepena [er]plug back or_add _a_z_one_,
nor to acidizing, fracturing or cleaning out previously completed wells, nor to installing artificial lift
equipment.)

(2) In the case of well plugging operations, the notice of intention shall include a detailed
statement ofthe proposed work[?] including plans for shooting and pulling casing^]; plans for mudding,
including the_.mugV_s weight [efflwd;]; plans for cementing, including number of sacks of cement and depths
of plugsfc] ;i6gtorationand remediation ofthe location; and the time and date ofthe proposed plugging
operations. [lf-Bot-pfev4^3sty-£Je4^]The operator^shalLtlle a complete log of the well on form C-105 with
the nQtice_of .mtentiQn_to_pl_ug_the_ well, if the operator hasjiot previouslyJiled the log ([See]§ee
19.15.13.1105 NMAC[T])[sheH-aecefflpaRy the netiee-ofimegtien-tfrpfag-the weH]; the division shall not
release the financial assurance until the operator complies with this requirement [befld-willmot be released
tmtil-this4s eomptied with].

B. Form C-103 as a subsequent report
(1) [FerfflJThe operator shall file form C-103 as a subsequent report of operations [shaH-be

fi4ed]in accordance with the [see{ieft-ef-tltts-ftrie]19.I5.13.1103 NMAC applicable to the particular
operation being reported.

(2) Form C-103 is to be used in reporting such completed operations as:
(a) commencement of drilling operations;
(b) casing and cement test;
(c) altering a well's casing installation;
(d) work to secure approved temporary abandonment;
(e) [plttg-and abafldgftjplugging and abandonment;
(f) plugging back or deepening wjthmjhe same^pool;
(g) remedial work;



(h) installation of artificial lifting equipment; or
(i) [ehafige-ofopemtef-efa-dr-tllmg-weJl;
-(j)—sweh-]other operations [whiehjthat affect the welTs original status [ofthe weHjbut

[whieh]that are not specifically covered herein.
C. Information to be entered on form C-103, subsequent report, for a particular operation is

as follows: [Repert]report of commencement of drilling operations. Within [ten]H> days following the
commencement of drilling operations, the welTs operator [of tho wclljshall file a report thereof on form C-
1 03 [in triplicate]. Such report shall indicate the hour and the date the well was spudded.

D. Report of results of test of casing and cement job; report of casing alteration^ [A]The
well's operator shall file a report of casing and cement test [shall be filed by tho operator ofthe well ]within
[teft]10 days following the setting of each string of casing or liner. Said report shall be filed [«Hr4plieate]on
form C-103 and shall present a detailed description ofthe test method employed and the results obtained by
such test and any other pertinent information required by 19. 15. 1.107 NMAC. The report shall also
indicate the top of the cement and the means by which such top was determined. It shall also indicate any
changes from the casing program previously authorized for the well.

E. Report of temporary abandonment^ [AH^epert-of-tefflpeFary-abaHdenfflent ef a-welt-skati
be filed by the operator of the-weti]The operator shall file a notice of work to secure approved temporary
abandonment within [thifty]30 days following the workls completion [ef the work-]. The report shall [be
filed- irKFiplieate and ahati]present a detailed account ofthe work done on the well, including location and
type of plugs used, if any, and status of surface and downhole equipment and any other pertinent
information relative to the well's overall status [ef the well].

F. Report on plugging of well
(1) The operator shall file a report of plugging operations [shajl43&jlted-by-the operateF-ef

the wetijwithin 30 days following completion of plugging operations on any well. Said report shall be filed
[tfi-triplieflte]on form C-103 and shall include the date the plugging operations were begun and the date the
work was completed, a detailed account ofthe manner in which the work was performed including the
depths and lengths ofthe various plugs set, the nature and quantities of materials employed in the plugging
operations including the weight of the mud used, the size and depth of all casing left in the hole and any
other pertinent information. (See 19.15.4.201 NMAC- 19. 15.4. 204 NMAC regarding plugging
operations.)

(2) [NeJThe division. shall not approve a plugging report [wril43e-appFeved-by- the
dmsiofljuntil the pits have been [fitiedjclosed and the location [teveled
remediated. It shall be the operator^ responsibility [o&he eperatorjto contact the appropriate district office
ofthe division when the location has been so restored in order to arrange for an inspection of the plugged
well and the location by a division representative.

G. Report of remedial work[-J. The operator shall file a report of remedial work performed
on a well [shaH be -filed -by-the eperatef-ef-4fee^welt]within 30 days following completion of such work. Said
report shall be filed [^-quadruplicate] on form C-103 and shall present a detailed account ofthe work done
and the manner in which such work was performed; the daily production of oil, gas and water both prior to
and after the remedial operation; the size and depth of shots; the quantity [ef|and[?]typ_e_of crude, chemical
or other materials employed in the operation, and any other pertinent information. Among the remedial
work to be reported on form C- 1 03 are the following:

(1) report on shooting, fluid fracturing or chemical treatment of a previously completed well;
(2) report of squeeze job;
(3) report on setting of liner or packer;
(4) report of installation of pumping equipment or gas lift facilities; or
(5) report of any other remedial operations [wfljehjthat are not specifically covered herein.



H, Report on deepening or plugging back within the same poolM [A]The operator shall file
a report of deepening or plugging back [sha41fee-£led-by-the-opeFator ofthe welljwithin 30 days following
completion of such operations on any well. [Said^-eport shall be fite4-ift-quadi=Uj»lieate]The operator shall
file said report on form C-103 and shall present a detailed account of work done and the manner in which
such work was performed. If the well is recompleted in the same pool, [it]thg_gp_erator shall also report the
daily production of oil, gas[T] and water both prior to and after recompletion. If the well is recompleted in
another pool, the operator shall fije forms C-1QI, C-102, C-104 and C-105 [mu3fc4)e-fried]m accordance
with [Sections 1101. 1102. 110-1 and 444-5 of 10.15.13J19.15.13.U01. 19.15.13.1102, 19.15.13.1104 and
19.15.13. 1105 NMAC.
[ ———— fe ———— Repef^ef-ehaftg&^epeFater -ef a-drilttrtg -weti — A report ef-ckaage ef -ewrtershtp-shaH-ke

- operator ef arty driHiflg-weU- withm ten- days -following
responsibility:- Said fepoft -shall- be filed in trip li€ate^&Jefm-€~4^ar^^halMHcfade-ri}e-fiaffle-afld- address
of-beth-the new operator and the previous-operator-, the-effective -date-of-the-ehaage ef-ewnership-of
Fespoasibility -and -any etheF-peFtiseHt ̂ nformatioft. -No-eha»ge m the-operater ef-a-dri-lUng well-will-be
approved ky-the 4i¥tsieB~tmless-the new operotei4tas-aH-appfeved-bead-in-aeoerda&ee-wttl^l^.-i-5T3rlQl-
NMAG-. -(FoHH-G-404-shali-be- ased-to-repefHfaasfei^ef-epeFater of a completed-weltf see- 19 A %-. K

[J}L Other reports on wells[-l The. operator shajlsubnivlreports on any other operations
[whieh] that affect the weirs original status [ef -the- welljbut [whjehjthat are not specifically covered herein
[shall be submittedjto the division on form C- 103 [T-ttHriptieate-, fey-the operqtof-e^-the-weH tea] \Q days
following [thejsuch operation's completion [ef-sach

19.15.13.1 104 REQUEST FOR ALLOWABLE AND AUTHORIZATION TO TRANSPORT OIL
AND NATURAL GAS (Form C-104):

A. [Fofm-G-104
qutatapHoate befcfe-afratiewakle-wiH-be-assigned-te any- Hewty-eetnpleted or receaipJeted-well^ (A
feeompleted well shaH-be-eensidered one-whieh4\as-beefl deepened

thafi previotts4yr)-j:efiH-€-404 must be ocoempaaied-by a-tabnlatteft
gUyisloji^m^

completed QLre-Qompleted well or a well completed in an additional pool, or .issue afl^rjej^atg^authonzation
to transport j)ij or jiatural gas_frpm_such_a_well if tfae_operat_on.

(1) _hgs jil_ed.a_cgmplejgjorm_C-lQ4;
_______ (2) hasjjroyided a sworn and notarized tabulation _of_aU deviation tests jiin on the well^and
directional surveys Lwith catculajed bottotrihple locatiortLiri accordance with the requirement ̂ f
19.15.3. I l l NMAC;
_______ (3J _ has dedicated a standard _unjt_fp_rjhe pooUn which the^well is completed^ a^standard unit
has^ been cornrnunitized^r pooled and dedicated to >_the_wg'U or the divisjonjiasapprovecl a non-standard
unitiand
_______ (4)_ jsjn^CQrnpliance LWJth Subsection A of 19. 1_5._1. 40 NMAC

B. The allowable [assjgaedjthg L division gssigns to an oil well shall be effective at 7:00
[e'&leckja.m. on the date of completion, provided the_ division receives form C-104 [is- received -by-the
4Wisiefi]during the month of completion. Date of completion shall be that date when new oil is delivered
into the stock tanks. Unless otherwise specified by special pool rules, the allowable [assigned] the^jiyision
assigns to a gas well shall be effective at 7:00 [e^ok^k-ja.m. on the date of connection to a gas
transportation facility, as evidenced by an affidavit of connection from the transporter to the division, or the
date of receipt of form C-104 by the division, whichever date is later.
[ ———— Gi ——— N& allowable- wiH be-assig^ed^e-afty-weH-until^-standafd-unk foMhe-pee

y-the-eperatef; er-a
been-cemreuartized er-peele4-and dedteated-to-the-weH-.



No allowable will be-assigned te any-well vmtil aU
Feeeived-ky-the-division and^he-welHs^therwise-m-fall compliance with these rales.
————— fe ———— FeFffi-G-404 with section^^TJM^aftd VI, completely filled out shaH-be-filed-ia

by the operator of tho woll-ia-the event there is-a-ehange of operator of any producing well,
or disposal woll,-a-ehange in pool designatioftrloaso naino or well number, or any other

change in condition of any such well. Whea-filing form C 104 for change of-epc-rator, tho now
operator shall file the form m-the-abovc manner, and shall give the name-asd-addrcss of tho previetts-a^w
as-tke-pKi3cnf Qporatefr-T-heJefm-C 104 will not be approved by the division unless tho now operator has
an- approved bond in-compliance with IQr&^AQ

19.15.13.1115 OPERATOR'S MONTHLY REPORT (Form C-115):
A. [QpefatefelThe operator shall file a monthly report, form C-115, [or form C 1 1 5

shail-be4ile4-]fpreach nonrphjgge4welLcQrnpletjon for which the division hasjtpproved a_CM04.
authprigatipnJoJranspprL andjbr [eft-eaefepfedtteing4ease-afld]each secondary or other enhanced recovery
project or pressure maintenance project injection well orother injection well within the state of New
Mexico [fer-eaeh-eatendainnenth] , setting forth complete information and data indicated on said forms in
the order, format and style [preseribed by the-dtvisiefl-director]the division director prescribes. The
operatoj shall estimate oil production from wells [whieh are]producing into common storage [shaH-be
estimated]as accurately as possible on the basis of periodic tests.

B, The operator shall file the reports required to be filed by 1 9. 1 5. 1 3. 1 1 1 5 NMAC [shaH-be
filed-by-the- operator as feltew8]usigg_t.he_dlvisio_a's__wgb^ba_sed. onlineapplication^
——————— (4) — Afty-eperator whiefe epefates^v^Fthan one huftdfed-ft^O) wells in the state-ef^iew
Mexieo-shall ̂ le-a €-H 5 either eleetFemcaUy-or-by-deliveFy ef a printed copy of the repefHe-the-oii
eenservatioH-divisiefl a^ its-Sama^e-effieejon or before the [fifteenth (15th4]15th day of the second month
following the month of production, or if such day falls on a weekend or holiday, the first workday following
the [fifteeftth]I5th.
[ ——————— (2) — Afly-operator-which-opefates-enelittndred flOO) or more wells in-the state ef New
Mexteo-shalHile a-C-4 J-5 -eleetfenieaHyT either by^hysieal-delivery of eleetr-eniea4Jy-^eadablemedJa-ei^>y
eleetrenie tfansfer ef data-, te the-oil-i^nserea&eH-divisiei^afit^ 4he-Jifieentb
day-ef-the-seeefld-menth foUowing the-mentfe of pfoduetien,-OFif such day falls on-a weekend or heltday,-
the^irst woritday-foHowiflg-the-fif;teerrth.]Any operator [otherwise FequiFed-to-Jile eleetronteatiy]may apply
to the division for exemption from [this]the^ electronic filing requirement based upon a demonstration that
such [electronic filing]requirement would operate as an economic or other hardship.
[ ——————— (3) — ]C. If an operator fails to file a form C-115 that the _diy_ision_accepts3 [ei^f-the
di visien £rtds-^rFOFs4B^my-€-44^] the division shall, within [thwty-(30)]6Q days ofthe appropriate filing
date, [prepare aad-send-te-the operator on-efrey/ermssieft-fftessage which- ideatifies-the speeific^well-as-to
whteh-the fepert-has-not beea-fiIed-OF-is-ir>-erfeF-aRd -a- statement-of the errofr The- ef efater-to-whom the
efF6E/omissien fflessage-is-^ddress^d-^hfll^fespefld-te-the-divisiofl within-thirty (SO) days aelaiewtedgiag
r-eceipt-ofthe-erFCT/efflissiefl-message and^nformmg-the-division-ef-the operator^ -sehedule- te file-the- repert
OF-cerfect-the efrer.-If-the dtvisiea-does-^et r-eceive tlie-operatef's response within thifty-(30)-4aysHhe

te the-operatef thofopefateiMtas^ailed-to comply
•l9rl^.l^.-4-l45^^A<^tad^aay-be-subjeeted-to4oss-ef-authorityto pr0d«ce-fFOm-the affected welJ4£-the

^he-divtsion.-WiMfel-JaiI«Fe-6f4he -operator to respond -to-the-rtettee-artd te
eotreet -the-etro^oF emtssten-fflay-resuk m the-divisiefl-iflfeffi»ag-the eperatep^y-eerttfied return feeeiet
lettei4haHhirty-(3&) days from -the-date-ofsaeh- letter -the-divtsiefl-wiM eaaeel the-C^ 04 -atrtherity ef
operator te pfoduee-eiHfliect into the-well^ Aay-epefater-whieh receives sueh-netiee-fflay-cefttaet-fee
dwisien-and request thattke-fflatter^f4he-oaneeUatiofref-^tt^

a: hearing effieer-duly appoiftted-by-the divisie
of c-arteeliatioft-ef-aBtherity te -predate- a«d-the



, the divtsierHflay-eaneel-the-aathefity-ef the operator t&predttce-the-weU on the date-set
forth m t
——————— (4) — T4ie-eketrofli€- fflmg^equtfements sefrfefth-in Paragraph-^-), SabsectioH-&7-ef
19. V5,43r44§ J'JMAC-shaH-be-phasea' m with-a^-eperaters-of three -hundred 000)-OMiftOfe weils4>eiag
required te file eleetffifflc^Hyfe^Jaflttajy-^PV-pr-eduetieflrati-opefatOFS ef twe hiiadfed (3QO)-eFfflOFe -wells
beiftg-*e<ftHFed-to-file -eleetfemoally foi=-July-lQ9?~p¥edttetk>B- aad-oll -operator s-of- ofle-htffldred-(lGO^ of
mofe-wells being required te file eleetreflieally-fef -January- 1-998 ••produetieft7]_nptify_th_e__gp_eratpr_py
el ectrpni e-mail or letter of its intent to revoke^ the opera tor's authorization to transport orjnjectjfthg
opcrator_.doe_s not_submit an acceptable agd complete^form CM 15. tnt^operatordoes not file an
acceptable and complete form C-J 15̂ or request â  h_ea_ring_pn theprpppsed cancellation with 1 2Q_days_Qf_ the
onginaLdue jate of the form C-115, the division may cancel thgi operator's authority to transport fro_m_.or
inject into ajl swells it operates...

19.15.14.1227 COMPLIANCE PROCEEDINGS:
_____ A. ___ Theproyisjonsin 19.1 15.14 NMAC applicable_tp_.ajju.dj.Cjtprypj'p^e^^ings_gh4[I^rj]y_tp_
compliance proceedings^untess .altered or amended by 19 .15. 14.1227 NMAC^
_____ B. ____ A_cp.rnpUancg proceeding is an adjudicatorv proceeding in which jhe division seeks an
order imposing s_anctiojis_for.yip_latip_nj3f anyLprpvisiQn ofthe QU_^
1 through 70-2-38 or Larty^royisjorioi^ny^ruk^^rdeiisme^^urjujint to jhe act, jugh sanctions
include^but are jiot Hrnjted to:
_______ (1) requiring cornpliance L.wlth ajiy provision of theJDjl and Gas^Act JSJM5A1^978A Sections
7_Oj^Hbrpugh 7Q.-2-3g or any provision i_of_ any irqlg LOI ordet : issued pursuant to the act;
_______ (2) assessment of civil penalties pursuant to NMSA 1 978. Section 70-2-3 1 f A):
_______ (31 c^rjective^tioriiticludirigliuj^
and_rernpyalof surface eguipment;
_______ C41 plugging and abandonment of a well and restoration and remediation, ofthe well location,
and authority fpr the diyisioa to forjfeit the applicable financial assurance if the well is not plugged and
abandpnedajid the location restored and remediated;
_______ (5). _ denial ^cancellationjjr^ suspension of_a_pe_rmit:
_______ (6j denial, cancellation or suspension^tlauthorization to transporter
_______ (7) shutting in a wellor wells.
_____ C. ___ The division iniliates ajijtdmirnstrajive cpmplianceprpcegjiin^bj/JiU
application with the division clerk:
_______ C0_- identifying jhe operator and_any_othe_r responsible parties against whom tjie order Js
soughti induding^ the sure tyiif the jjiyision , seeks aQo^rd^i^allojOTngfbrfelr^e^gl^ surety bond;
_______ (2) identifying the provision ofthe Oil and Gas Act NMSA 1978. Sections 70-2-1 through
70-2-38^ or the provision ofthe mle or order issued pursuanlto the act, allggedjyj'iolated;
_______ (3) providing a general .description ^tlth^agts^sAippojtingihe allegations;
_______ (4X statingjhe sanclion or sanctions soughj; and
_______ (51 prQyiding^pJ'oposgdJegaj notice^
_____ D. ___ The^diyisiori s.haJl_proyjd_ej>oticej>f.c^nipliancej>Tpc_e^djngs_ss fpUows:
_______ (11 the Ldivision Lshall publish notice in ̂ cj:ordaiic^
_______ (2) the division shall provide notice to the operator and any other responsible parties against
whom i the compliance order is sought by following^the^ro visions of 19J5,14.J2JONMAC.
_____ E. ____ The division dirgctormayLenterinto unagreed compjiancg L order with an entiXvagainst
whom c^mplianceJ^sought toiesojve digged violations of ariy^r&visigru)fthe Oil and Gas^Act^NMS A
1978. Sectipps 70-2-1 through 70-2-38 or any provision ofanv rule or order issued pursuant to the act. The

a^eed^cornphance^rderprior to (grafter the filing^ of an^applicatiortlor
anMmmistiative cornpliance proceeding^ An agreed compliance order shall have the same force and effect



as^acornpliange order issuedafter an adiudicatoryliearing,
_____F,____Nothing_jriJ9.15,14.1227 NMAC precludes the diyisionfrpm bringing other actions
provided for in the Oil and Gas Act. NMSA 1978, Sections 70-2-1 through 70-2-38, including but not
limited to the following: suit for indemnification pursuant to NMSA 1978, Section 70-2-14fE^ or_N_MSA
1978, Section 70-2-3803): an action through the attorney general with respect to the forfeiture of illegal oil
or illegal gas pursuant to NMSA 1978. Section 70-2-32: an injunction under NMSA 1978. Section 70-2-28:
or collection of penalties pursuant to NMSA 1978. Section 70-2-3UA).


