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NEW MEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

GARY E. JOHNSON 
Governor 

Betty Rivera 
Cabinet Secretary 

September 4,2002 

Lori Wrotenbery 
Director 

Oil Conservation Division 

Mr. James R. Maloney 
Loco Hills Water Disposal Company 
P.O. Box 68 
Loco Hills, NM 87255 

RE: $25,000 Cash Bond and Assignment of Cash Collateral 
Commercial Surface Waste Management Facility Permit NM-01-0004 
Loco Hills Water Disposal Company, Principal 
Pioneer Savings & Trust, F.A., Financial Institution 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 
Account No. 01-16-10013541 

Dear Mr. Maloney: 

The OCD hereby approves the cancellation of the above-referenced Assignment of Cash 
Collateral and authorizes Pioneer Savings & Trust F.A. to release the subject deposit pursuant to 
the direction of Loco Hills Water Disposal Company. 

Sincerely, 

David K. Brooks, 
Assistant General Counsel 

DKB: mjk 

Enclosure: Original Cash Bond and Assignment of Cash Collateral CD 01-16-10013541 

xc with attachment: 
Artesia OCD Office 
Pioneer Savings & Trust F.A., P.O. Box 130 Roswell, HM 88201 

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505 
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us 



NEW M#QCO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

BILL RICHARDSON Lori Wrotenbery 
Governor Director 

Joanna Prukop January 24 2003 Oil Conservation Division 
Cabinet Secretary ' 

CERTIFIED MAIL 
RETURN RECEIPT NO. 7001-1940-0004-3929-8904 

Mr. James R. Maloney 
Loco Hills Water Disposal Company 
P.O. Box 68 
Loco Hills, NM 87255 

RE: $88,436 and $100,000 Cash Bonds and Assignments of Cash Collateral 
Commercial Surface Waste Management Facility Permit NM-01-0004 
Loco Hills Water Disposal Company, Principal 
Bank of America N.A., Surety 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 
Certificate of Deposit No. 91000033570202 and No. 91000033570192 

Dear Mr. Maloney: 

The New Mexico Oil Conservation Division hereby approves the above-referenced Commercial 
Surface Waste Management Facility Cash Bonds and Assignments of Cash Collateral. 

Sincerely, 

David K. Brooks, 
Assistant General Counsel 

DKB: mjk 

Enclosure: Copies of Cash Bonds and Assignments of Cash Collateral 

xc with attachment: 
Hobbs OCD Office 
Sue Hobbs, Bank of America, 2600 North Main St., Roswell, NM 88201 

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505 
Phone: (505) 476-3440 * Fax (505) 476-3462 * hrtp://ww.emnrd.state.nm.us 



LOCO HILLS WATER DISPOSAL CO. 
P. O. Box 68 

Loco Hills, NM 88255 

RECEIVED 

JAM 3 2 2003 JAN 2 3 2003 
Environmental Bureau E^nmental Bureau 

Oil Conservation Division011 Consen/atton DivWon 

November 07, 2002 

Ms. Martyne J. Kieling 
NEW MEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 
1220 St. Francis Drive 
Santa Fe,NM 87505 

Re: Cash Bond Requirements 

Dear Ms. Kieling, 

Enclosed, you will find two Assignment of Cash Collateral Bond Certificates which fulfills 
the Cash Bond Requirement of the State of New Mexico for our facility which is located at 
Section 16, Township 17 South, Range 30 East, Loco Hills, Eddy County, New Mexico. 

If you have an questions, please call me at 505-677-2118. 

Sincerely, 
LOCO HILLS WATER DISPOSAL CO. 

James R. Maloney 
Vice President 

JRM:jb 



08/00 
State of New Mexico 

Energy, Minerals and Natural Resources Department 
Oil Conservation Division 

Cash Bond For Waste Management Facilities 

KNOW ALL MEN BY THESE PRESENTS: 

That LOCO HILLS WATER DISPOSAL COMPANY , (an 
individual, partnership, or a corporation organized in the State of NEW MEXICO , with its 
principal office in the City of LOCO HILLS State of NEW MEXICO __, and authorized to 
do business in the State of New Mexico), (hereinafter "Principal") is held firmly bound unto the State of 
New Mexico, for the use and benefit of the Oil Conservation Division of the Energy, Minerals and 
Natural Resources Department (hereinafter "Division") in the sum of 

ONE HUNDRED THOUSAND D0LLARS&N0/ 100 ( $ 100,000.00 ) D o H a r s 

The conditions of this obligation are such that: 

The above Principal has heretofore or may hereafter enter into the collection, disposal, 
evaporation, remediation, reclamation, treatment or storage of produced water, drilling fluids, drill 
cuttings, completion fluids, contaminated soils, BS&W, tank bottoms, waste oil and/or other oil field 
related waste in Section^ , Township 17SOUTH, R a n g e A S T , NMPM, qnriv County, 
New Mexico. 

NOW, THEREFORE, this $ 100,000.00 bond is conditioned upon substantial compliance 
with all applicable statutes ofthe State of New Mexico and all rules and orders of the Division and the Oil 
Conservation Commission, and upon clean-up of the facility site to standards of the Division; otherwise 
the bond is to be forfeited to the State of New Mexico. 

The Principal has deposited funds on behalf of the Division in the amount of 
$ mo.nn.nn (<NP. mmTMF.n THOTTSWAD a NO/inn dollars) in the manner indicated on 
page 2 of this instrument, Assignment of Cash Collateral Deposit, to secure this bond. The Principal 
pledges the funds as a guarantee that its executors, assigns, heirs and administrators will abide by the laws 
of the State of New Mexico and the rules and orders of the Division in operating the waste management 
facility described herein, and that it will properly reclaim the facility site upon cessation of operations. I f 
the Principal does not properly reclaim and restore the facility site, and otherwise abide by the rules and 
orders of the Division, this bond shall be forfeited in full and such funds as necessary applied to the cost 
of reclaiming the facility site. I f the amount of the bond is less than the actual cost incurred by the 
Division in reclaiming the facility site, the Division may institute legal action against the Principal to 
recover any amounts expended over and above the amount of the bond. 

NOW THEREFORE, i f the Principal, its- successors, assigns, heirs, or administrators shall 
properly reclaim and restore the above-described facility site upon cessation of operations, and otherwise 
abide by the rules and orders of the Division, then therefore, this obligation shall be null and void and the 
funds securing this bond shall be paid to the Principal, or its successors, heirs, or administrator, otherwise 
it shall remain in full force and effect. 



Tage2of3 
Assignment of Cash Collateral Deposit for Bond for Waste Management Facilitv 

Pursuant to Rule 711 of the Rules of the Oil Conservation Division, or successor provisions, 
LOCO HILLS WATER DISPOSAL COMPANY (hereinafter 

(address) has deposited 
(name of the financial 

"Principal") of P 0 BOX 68, LOCO HILLS, NEW MEXICO 88255 
with the BANK OF AMERICA 
institution, which must be a federally insured bank or savings institution within the State of New Mexico) 
o f ? 6 n n H M A I N , pncwFT.T., NM ««->Q1 (address) (hereinafter "Financial Institution"), the sum of 
nire HTTNPREin THnnsAwn Awn/inn ($ inn nnn nn ) dollars in Certificate of Deposit or savings 
account No. g ioonrm570IQ? • The Principal hereby assigns and conveys all right, title and 
interest in the deposited funds to the Financial Institution in trust for the Oil Conservation Division of the 
Energy, Minerals and Natural Resources Department (hereinafter "Division") or successor agency of the 
State of New Mexico. The Principal and the Financial Institution agree that as to the deposited funds: 

a. The funds deposited pursuant to the terms ofthis Assignment are to serve as a cash bond covering 
a waste management facility operated by the Principal. 

b. The Division acquires by this Assignment the entire beneficial interest in the funds with the right 
to order the Financial Institution, in writing, to distribute the funds to persons determined by the 
Division to be entitled thereto, including the Division itself, in amounts determined by the 
Division, or to the Principal upon sale of the facility covered by this Assignment provided all 
applicable Division orders and rules have been complied with regarding the waste management 
facility. 

c. The Principal retains no legal or beneficial interest in the funds and has only the right to interest, 
i f any, thereon, and to return of the funds upon written order of the Division. 

d. The Financial Institution agrees that the funds may not be assigned, transferred, pledged or 
distributed except upon written order of the Division or a court of competent jurisdiction made in 
a proceeding in which the Division is a party. The Financial Institution waives all statutory or 
common law liens or rights of set-off against the funds. 

The Principal agrees that the Financial Institution may deduct from interest due the Principal any attorney 
fees incurred by the Financial Institution i f claim or demand via writ, summons or other process arising 
from the Principal's business is made upon the Financial Institution. 

Signed and sealed this 29TH day of j 

/2 
Signature of Principal, personally or b^ 
authorized officer 

Signature of authorized officer of Financial 
Institution 

JAMES R MALONEY. VTCEV PRESIDENT STTE HOBBS , ASSTSTAMT VTr.T?. PBF.STHRWT 
Title Title 
(Note: If Principal is corporation, affix corporate seal here.) 

P 0 BOX 68 

LOCO HILLS, NM 88255 
Mailing Address 

2600 NORTH MAIN 

ROSWELL, NM 88201 
Mailing Address 
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ACKNOWLEDGMENT FORM FOR NATURAL PERSONS 

STATE OF J 
SS. 

COUNTYOF ) 

The foregoing instrument was acknowledged before me this day of , 2 
by 

My commission expires: 

Date Notary Public 

ACKNOWLEDGMENT FORM FOR CORPORATION OR PARTNERSHIP 

STATE OF NEW MEXICO ) 
SS. 

COUNTY OF C H A V E S ) 

The foregoing instrument was acknowledged before me this29TH day of OCTOBER , 2002 , 
by 

JAMES R MALONEY, VICE PRESIDENT , 

officer or partners) of LOCO HILLS WATER DTSPOSAT, COMPANY : , 
a corporation, a partnership on behalf of said corporation or partnership 

My commission expires: f \ ^ 

Date Notary Public 

NOTE: When Principal is a partnership, corporation of association, list all partners, officers and directors as may be 
applicable. This information may be provided below. / < 5 ^ § X O^'C'AL SEAL 

BARBARA L. GLUCK 
NOTARY PUBLIC 
STATE OF NEW MEXICO 

My Commission Expires: { A ^ j X ) QO(/9 

ACKNOWLEDGMENT FORM FOR FINANCIAL ragOTUTiflfcfc|AL SEAL 
/ g f a g j ^ BARBARA L GLUCK 

STATE OF NEW—MEXICO ) NOTARY PUBLIC 
SS. V ^ j g P ' STATE OF NEW MEXICO 

COUNTYOF C H A V E g ) MyCommisskjnExpifes: <W/ 

The foregoing instrument was acknowledged before me this 29TH day of OCTOBER , 2002 , 
by 

SUE HOBBS title ASSISTANT VICE PRESIDENT on behalf of 

BANK OF AMERICA financial institution. 

My cornrnission expires: r\ 

oa|̂ )aooc> mnhmaMuct , 
Date Notary Public 



Page 1 of 3 W W 08/00 
State of New Mexico 

Energy, Minerals and Natural Resources Department 
Oil Conservation Division 

Cash Bond For Waste Management Facilities 

KNOW ALL MEN BY THESE PRESENTS: 

That LOCO HILLS WATER DISPOSAL COMPANY , (an 
individual, partnership, or a corporation organized in the State of NEW MEXICO , with its 
principal office in the City pfLOCO HILLS state of NEW MEXICO , and authorized to 
do business in the State of New Mexico), (hereinafter "Principal") is held firmly bound unto the State of 
New Mexico, for the use and benefit of the Oil Conservation Division of the Energy, Minerals and 
Natural Resources Department (hereinafter "Division") in the sum of 
EIGHTY EIGHT THOUSAND FOUR HUNDRED ($88.436.00 ) Dollars. 
THIRTY SIX & NO/ 100 

The conditions of this obligation are such that: 

The above Principal has heretofore or may hereafter enter into the collection, disposal, 
evaporation, remediation, reclamation, treatment or storage of produced water, drilling fluids, drill 
cuttings, completion fluids, contaminated soils, BS&W, tank bottoms, waste oil and/or other oil field 
related waste in Section 16 Township!7South , Range30 East , NMPM, EDDY County, 
New Mexico. 

NOW, THEREFORE, this $88,436.00 bond is conditioned upon substantial compliance 
with all applicable statutes of the State of New Mexico and all rules and orders ofthe Division and the Oil 
Conservation Commission, and upon clean-up of the facility site to standards of the Division; otherwise 
the bond is to be forfeited to the State of New Mexico. 

The Principal has deposited funds on behalf of the Division in the amount of 
$ 88,436.00 glGHTYEIGHT THOUSAND FOUR HUNDRED 'dBBansfr in the manner indicated on 
page 2 of this instrument, Assignment of Cash Collateraiil)ep,oJslr; ro secure this bond. The Principal 
pledges the funds as a guarantee that its executors, assigns, heirs and administrators will abide by the laws 
of the State of New Mexico and the rules and orders of the Division in operating the waste management 
facility described herein, and that it will properly reclaim the facility site upon cessation of operations. I f 
the Principal does not properly reclaim and restore the facility site, and otherwise abide by the rules and 
orders of the Division, this bond shall be forfeited in full and such funds as necessary applied to the cost 
of reclaiming the facility site. I f the amount of the bond is less than the actual cost incurred by the 
Division in reclaiming the facility site, the Division may institute legal action against the Principal to 
recover any amounts expended over and above the amount of the bond. 

NOW THEREFORE, if the Principal, its successors, assigns, heirs, or administrators shall 
properly reclaim and restore the above-described facility site upon cessation of operations, and otherwise 
abide by the rules and orders of the Division, then therefore, this obligation shall be null and void and the 
funds securing this bond shall be paid to the Principal, or its successors, heirs, or administrator, otherwise 
it shall remain in full force and effect. 
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Assignment of Cash Collateral Deposit for Bond for Waste Management Facilitv 

Pursuant to Rule 711 of the Rules of the Oil Conservation Division, or successor provisions, 
T.or.0 HILLS WATER DISPOSAL COMPANY (hereinafter 

"Principal") of P 0 BOX 68. LOCO HILLS, NEW MEXICO 88255 (address) has deposited 
with the BANK OF AMERICA (name of the financial 
institution, which must be a federally insured bank or savings institution within the State of New Mexico) 
of 2600 N MAIN, ROSWELL, NM 8820Address) (hereinafter "Financial Institution"), the sum of 

ITY EIGHT THOUSAND FOUR HUNDRED THIRTY Sffi 88,436.00 ) d o l l a r s i n Certificate of Deposit or savings 
account No. 9 1000033570202 The Principal hereby assigns and conveys all right, title and 
interest in the deposited funds to the Financial Institution in trust for the Oil Conservation Division of the 
Energy, Minerals and Natural Resources Department (hereinafter "Division") or successor agency of the 
State of New Mexico. The Principal and the Financial Institution agree that as to the deposited funds: 

a. The funds deposited pursuant to the terms ofthis Assignment are to serve as a cash bond covering 
a waste management facility operated by the Principal. 

b. The Division acquires by this Assignment the entire beneficial interest in the funds with the right 
to order the Financial Institution, in writing, to distribute the funds to persons determined by the 
Division to be entitled thereto, including the Division itself, in amounts determined by the 
Division, or to the Principal upon sale of the facility covered by this Assignment provided all 
applicable Division orders and rules have been complied with regarding the waste management 
facility. 

c. The Principal retains no legal or beneficial interest in the funds and has only the right to interest, 
i f any, thereon, and to return of the funds upon written order of the Division. 

d. The Financial Institution agrees that the funds may not be assigned, transferred, pledged or 
distributed except upon written order of the Division or a court of competent jurisdiction made in 
a proceeding in which the Division is a party. The Financial Institution waives all statutory or 
common law liens or rights of set-off against the funds. 

The Principal agrees that the Financial Institution may deduct from interest due the Principal any attorney 
fees incurred by the Financial Institution i f claim or demand via writ, summons or other process arising 
from the Principal's business is made upon the Financial Institution. 

Signed and sealed this 29TH day of OCTOBER 2 ^ 2 

Sighaiire of Principal, personally or bVJ 
authorized officer 

iLJ-
Signature of authorized officer of Financial 
Institution 

TitleJAMES R MALONEY, VICE PRESIDENT Title SUE HOBBS, ASSISTANT VICE PRESIDENT 
(Note: If Principal is corporation, affix corporate seal here.) 

2600 NORTH MATN 

p o Rny 68, T.nr.n HTT.T.S, NM aa25_i 
Mailing Address 

ROSWELL. NM 88201 
Mailing Address 
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ACKNOWLEDGMENT FORM FOR NATURAL PERSONS 

STATE OF ) 
SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2 
by 

My commission expires: 

Date Notary Public 

ACKNOWLEDGMENT FORM FOR CORPORATION OR PARTNERSHIP 

STATE OF NEW MEXICO ) 
SS. 

COUNTY OF r.HAVKS ) 

The foregoing instrument was acknowledged before me this 29TH day of OCTOBER ^ 2^°^ , 
by 

JAMES R. MALONEY, VICE PRESIDENT . > 

officer or partners) of LOCO HILLS WATER DISPOSAL COMPANY , 
a corporation, a partnership on behalf of said corporation or partnership 

My commission expires: 

Date Notary Public 

NOTE: When Principal is a partnership, corporation of association, list all partners, officers and directors as may be 
applicable. This information may be provided below. yfjjsJilSTV OFFICIAL SEAL 

BARBARA L GLUCK 
NOTARY PUBLIC 
STATE OF NEW MEXICO 

My Commission Expires: | ^ ^ S j / ^ O Q ( ^ 

ACKNOWLEDGMENT FORM FOR FINANCIAL INSTITUTION 
OFFICIAL SEAL 

STATE OF NEW MEXICO ) ffM& N O T A W ' P ^ B L I C ' " ^ ' ^ 

COUNTY OF CHAVES ) 

by 

^ STATE OF NEW MEXICO 

MvCommisstonfxafes: W / x / f f i p ^ 
The foregoing instrument was acknowledged before me this^ ? J - n day p f ^ 1 ^ 1 ^ , 2 u u ^ , 

SITE HOBBS titleASSISTANT VICE PRESIDENT o n b e h a l f o f 

BANK OF AMERICA financial institution. 

My commission expires: 

Date Notary Public 



GARY E. JOHNSON Lori Wrotenbery 
Director 

Oil Conservation Division 
Governor 

Jennifer A. Salisbury 
Cabinet Secretary November 27, 2001 

CERTIFIED MAIL 
RETURN RECEIPT NO. 7099-3220-0000-5051-2658 

Mr. James R. Maloney 
Loco Hills Water Disposal, Inc. 
P.O. Box 68 
Loco Hills, NM 87255 

R E : Loco Hills Water Disposal, Inc, Permit NM-01-0004 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 

Dear Mr. Maloney: 

The New Mexico Oil Conservation Division (OCD) has reviewed the Loco Hills Water Disposal 
file and found that there is a discrepancy in the name of your facility as it is authorized to do 
business, the name on your permit NM-01-00004, and the financial assurance coverage. The 
OCD has the following financial assurance on file: 

1. A cash bond and assignment for $25,000 CD No. 01-16-10013541 with Pioneer Savings 
and Trust in the name of Loco Hills Water Disposal Company, 

2. A cash bond and assignment for $22,109 CD No. 9100015117997 with Bank of America 
in the name of Loco Hills Water Disposal Inc. 

3. A cash bond and assignment for $69,218 CD No. 91000033570192 with Bank of 
America in the name of Loco Hills Water Disposal Inc., and 

4. A cash bond and assignment for $47,109 CD No. 91000033570202 with Bank of 
America in the name of Loco Hills Water Disposal Inc. 

The name of your business on the original permit approved by orders R-6811, R-681 l-A, and R-
6811-B was "Loco Hills Water Disposal Company." The name on your current Administrative 
Permit issued May 26, 2000 is "Loco Hills Water Disposal, Inc." However, the OCD does not 
have any documentation from of a name change. A records check with the New Mexico Public 
Regulation Commission shows that Loco Hills Water Disposal Company was incorporated in the 

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505 
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.ermird.state.nm.us 



James R. Maloney 
November 27,2001 
Page 2 

State of New Mexico on April 21,1981, and does not indicate that its corporate name has ever 
been changed. No entity named "Loco Hills Water Disposal, Inc." is shown in the PRC data 
base. 

I f a corporation different from Loco Hills Water Disposal Company is actually operating this 
facility, such corporation must be registered to do business in the State of New Mexico, and the 
Division must be furnished copies ofthe certificate of incorporation and certificate of 
registration fro such entity. I f the name of Loco Hills Water Disposal Company has actually 
been changed, the Division must be furnished a copy of a certificate issued by the Public 
Regulation Commission evidencing such name change. 

Assuming that Loco Hills Water Disposal Company is actually operating this facility, and that 
the funds assigned to the Division by the above-described assignments are the property of Loco 
Hills Water Disposal Company, then we need to ascertain whether the error in the name is an 
error in the bank's records or in the assignments furnished to us. For this purpose, please 
promptly provide us with copies of the bank documents evidencing these certificate accounts. 
We will require that errors in the corporate name be corrected both on the banks records and our 
own. 

According to the Permit Issued May 26, 2000 the financial assurance amount required is at this 
time is $141,327. The assignments in our file reflect a total of $163,436. However, we interpret 
your letter of March 28, 2000, as indicating that the bank has transferred the $22,109 balance 
previously held in Account No. 9100015117997 to Account No. 91000033570192. Please 
furnish confirmation from the bank that this is indeed the case. 

Enclosed please find the current Cash Bond and Assignment form. 

Please feel free to contact me at (505)-476-3450 i f you have questions 

Very truly yours, 

David K. Brooks, 
Assistant General Counsel 

Enclosure: Copies of Cash Bond and Assignment of Cash Collateral, Forms,... 

Xc Martyne Kieling 
xc with attachment: 

Tile NM-01-0004 
Artesia OCD Office 



NEW MEXICO ENERGY, M#ERALS and 
NATURAL RESOURCES DEPARTMENT 

GARY E. JOHNSON Lori Wrotenbery 
Governor Director 

Betty Rivera February 13, 2002 Oil Conservation Division 
Cabinet Secretary 

CERTIFIED MAIL 
RETURN RECEIPT NO. 7099-3220-0000-5051-2948 

Mr. James R. Maloney 
Loco Hills Water Disposal Company 
P.O. Box 68 
Loco Hills, NM 87255 

\ 
RE: $47,109 and $69,218 Cash Bonds and Assignments of Cash Collateral 

Commercial Surface Waste Management Facility Permit NM-01-0004 
Loco Hills Water Disposal Company, Principal 
Bank of America N.A., Surety 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 
Certificate of Deposit No. 91000033570202 and No. 91000033570192 

Dear Mr. Maloney: 

The New Mexico Oil Conservation Division hereby approves the above-referenced Commercial 
Surface Waste Management Facility Cash Bonds and Assignments of Cash Collateral. 

Sincerely, 

David K. Brooks, 
Assistant General Counsel 

DKB: mjk 

Enclosure: Copies of Cash Bonds and Assignments of Cash Collateral 

xc with attachment: 
Hobbs OCD Office 
Sue Hobbs, Bank of America, 500 North Main St., Roswell, NM 88201 

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505 
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm.us 
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Energy, Minerals and Natural Resources Department 
Oil Conservation Division 

Cash Bond For Waste Management Facilities 
(File with Oil Conservation Division, 1220 South Saint Francis, Santa Fe, New Mexico 87505) 

KNOW ALL MEN BY THESE PRESENTS: 

That Loco H i l l s Water D i s p o s a l Company ^^ ivx ta^^pacme i^xx 
a corporation organized in the State of New - Mexico , with its principal office in the City of 

Loco H i l l s , State of - New Mex ico and authorized to do business in the 
State of New Mexico), as PRINCIPAL is firmly bound unto the State of New Mexico, for the use and benefit 
of the Oil Conservation Division ofthe Energy, Minerals and Natural Resources Department (DIVISION) in 
the sum o f F o r t v - s e v e n Thousand One X$CXXXXXXXXff(X39I3§H&& Hundred and 
N i n e D o l l a r s ( $ 4 7 , 1 0 9 . ) . 

The conditions ofthis obligation are such that: 

The PRINCIPAL has heretofore or may hereafter enter into the collection, disposal, evaporation, 
remediation, reclamation, treatment or storage of produced water, drilling fluids, drill cuttings, completion 
fluids, contarninated soils, BS&W, tank bottoms, waste oil or other oil field related waste in Section 16 
Township! 7 Sou flange 30 Eas tNMPM, Eddy County, New Mexico. 

NOW, THEREFORE, this S 47 , 1 0 9 . 0 0 * * bond is conditioned upon substantial compliance 
with all applicable statutes of the State of New Mexico and all rules and orders ofthe DIVISION and the Oil 
Conservation Commission, and upon clean-up of the facility site to standards ofthe DIVISION; otherwise the 
bond is to be forfeited to the Division. 

The PRINCIPAL has deposited funds on behalf of the DIVISION in the amount of $47109.00 ( F o r t y - s e v e 
Thous and One Hundred a r id . N i n e dollars) in the manner indicated on page 2 ofthis instrument, Assignment 

of Cash Collateral Deposit, to secure this bond. The PRINCIPAL pledges the funds as a guarantee that it, its 
executors, assigns, heirs and administrators will abide by the Statutes of the State of New Mexico and the rules 
and orders of the DIVISION in operating the waste management facility described herein, and that it will 
properly reclaim the facility site upon cessation of operations. If the PRINCIPAL does not properly reclaim and 
restore the facility site, and otherwise abide by the rules and orders of the DIVISION, this bond shall be 
forfeited in full and such funds as necessary applied to the cost of reclaiming the facility site. If the amount of 
the bond is less than the actual cost incurred by the DIVISION in reclaiming the facility site, the DIVISION 
may institute legal action against the PRINCIPAL to recover any amounts expended over and above the 
amount of the bond. 

NOW THEREFORE, if the above PRINCIPAL or its successors, assigns, heirs, administrators or any 
of them shall properly reclaim and restore the above-described facility site upon cessation of operations and 
otherwise abide by the rules and orders of the Division, then therefore, this obligation shall be null and void 
and the principal sum hereof shall be paid to the PRINCIPAL, or its successors, heirs, or administrator; 
otherwise it shall remain in full force and effect. 



Page 2 of 3 12/00 

Assignment of Cash Collateral Deposit For Bond for Waste Management Facilitv 

Pursuant to Rule 711 of the Rules of the Oil Conservation Division, or successor provisions, 
Loco H i l l s Water D i s p o s a l Company , (herinafter "Principal"), of 
P 0 Box 68 , Loco H i l l s , NM 8.8.25{address) has deposited with the 

Bank o f A m e r i c a Nfaame of the financial institution, which must be a federally in sured bank or savings 
institution within the state of New Mexico) of R o s w e l l 

New Mexico(address) (hereinafter "Financial Institution"), the sum o f f o r t y - s e v e n Thousand ^ X X X X X X ^ X O n e Hunc 
and- N i n e dollars in Certificate of Deposit apsgkngsaocHiKQtNo. 910 0 0 0 3 3 5 7 0 2 0 2 . The Principal hereby assigns and 

conveys all right, title and interest in the deposited funds to the Financial Institution in trust for the Oil Conservation 
Division of the Energy, Minerals and Natural Resources Department (hereinafter "Division") or successor agency of 
the State of New Mexico. The Princi pal and the Financial Institution agree that as to the deposited funds: 

a. The funds deposited pursuant to the terms ofthis Assignment are to serve as a cash bond covering a waste 
management facility operated by the Principal. 

b. The Division acquires by this Assignment the entire beneficial interest in the funds with the right to order the 
Financial Institution, in writing, to distribute the fund to persons determined by the-Division to be entitled 
thereto, including the Division itself, without further consent by the Principal, in amounts deterrnined by the 
Division, or to the Principal upon sale of the facility covered by this Assignment provided all applicable 
Division orders and rules have been complied with regarding the waste management facility. 

c. The Principal retains no legal or beneficial interest in the fund and has only the right to interest, if any, 
thereon, and to return of the fund upon written order of the Division in the event the Principal properly 
reclaims the facility site and otherwise abides by the rules and order of the Division and the Oil Conservation 
Commission. 

d. The Financial Institution agrees that the funds may not be assigned, transferred pledged or distributed except 
upon written order ofthe Division or a court of competent jurisdiction made in a proceeding in which the 
Division is a party. The Financial Institution waives all statutory or common law liens or rights of set-off 
against the funds. 

The Principal agrees that the Financial Institution may deduct from interest due the Principal any attorney fees 
incurred by the Financial Institution if claim or demand via writ, summons or other process arising from Principal's 
business is made upon the Financial Institution. 

Signed this 17 t h day of J a n u a r y 2_002_. 

By Principal Loco H i l l s Water D i s p o s a l By Financial Institution Bank o f A m e r i c a , N . A . 
~r~rx Company 

By 
Xitie Thomas E. JenniLhgfc, Sec:rtefcary/Titie""Sue Hobbs," A s s i s t a n t Vice Pres iden t 
(Note: If PRINCIPAL is coiporffiio rffliffix corporate seaTTiere!) 

Pos t O f f i c e Box 68 500 N o r t h Ma in S t r e e t 

Loco H i l l s , New Mexico 88255 R o s w e l l , New Mexico 88201 
Mailing Address Mailing Address 
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ACKNOWLEDGMENT FORM FOR NATURAL PERSONS 

STATE OF ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2 by 

My commission expires: 

Date Notary Public 

ACKNOWLEDGMENT FORM FOR CO RPORATIONXHKKSRTSQERXKK 

STATE OF NEW MEXICO ) 
)SS. v 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me 
thj s17th day of January 2002, by 

Thomas E. Jennings , Secre ta ry /Treasurer , 
officerxsKpai50e)<s$ of L o c o H i l l s W a t e r D i s p o s a l Company , a 
corporation ,X$3£M!f$fi{£ on behalf of said corooratiori>6KjlfiHifersKip. 

«My'cornmission.,e^pires: / i 

...Date.. _ : 5 Notary Public 

-. '̂̂ C'TE;.jyjierl'P^rncrpal is a partnershipxorporation of asso ciation, list all partners, officers and directors as may be 
ap^icaty .̂ ̂ h^s.iriformation may be provided below. 

••'*' 

ACKNOWLEDGMENT FORM FO R FINANCIAL INSTITUTION 

STATE OF NEW MEXICO ) 
)SS. 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this ^ 7 tfrday of J a n u a r y ? 002 . by 
Sue Hobbs title A s s i s t a n t V i c e P r e s i d e n t on behalf of 
B a n k o f A m e r i c a . N . A . , financial institution. 

. . . . . . . . . t . 
My-c'ommissidn-.expires: 

Date : NotaryPublic 
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Energy, Minerals and Natural Resources Department 
Oil Conservation Division 

Cash Bond For Waste Management Facilities 
(File with Oil Conservation Division, 1220 South Saint Francis, Santa Fe, New Mexico 87505) 

KNOW ALL MEN BY THESE PRESENTS: 

That Loco H i l l s Water D i s p o s a l Company ^irMK'idH^^MKDejski^xK 
a corporation organized in the State of - New - Mexico , with its principal office in the City of 

Loco H i l l s , State of - New Mex ico and authorized to do business in the 
State of New Mexico), as PRINCIPAL is firmly bound unto the State of New Mexico, for the use and benefit 
of the Oil Conservation Division of the Energy, Minerals and Natural Resources Department (DIVISION) in 
the sum of S i x t y - n i n e Thousand Two j^XXXXXXXXgjKXgiSBf&X Hundred E i g h t e e n 
D o l l a r s ( $ 6 9 , 2 1 8 . 0 0 ) 

The conditions ofthis obligation are such that: 

The PRINCIPAL has heretofore or may hereafter enter into the collection, disposal, evaporation, 
remediation, reclamation, treatment or storage of produced water, drilling fluids, drill cuttings, completion 
fluids, contaminated soils, BS&W, tank bottoms, waste oil or other oil field related waste in Section 16 
Townshipl7 SoutRange 30 Eas tNMPM, Eddy County, New Mexico. 

NOW, THEREFORE, this S 69 . 2 1 8 . 0 0 * * bond is conditioned upon substantial compliance 
with all applicable statutes of the State of New Mexico and all rules and orders of the DIVISION and the Oil 
Conservation Commission, and upon clean-up of the facility site to standards of the DIVISION; otherwise the 
bond is to be forfeited to the Division. 

The PRINCIPAL has deposited funds on behalf of the DIVISION in the amount of 369 ,21800 ( S i x t y - n i n e 
Thous and Two Hundred E i g h t e e n dollars) in the manner indicated on page 2 ofthis instrument. Assignment 

of Cash Collateral Deposit, to secure this bond. The PRINCIPAL pledges the funds as a guarantee that it. its 
executors, assigns, heirs and administrators will abide by the Statutes of the State ofNew Mexico and the rules 
and orders of the DIVISION in operating the waste management facility described herein, and that it will 
properly reclaim the facility site upon cessation of operations. If the PRINCIPAL does not properly reclaim and 
restore the facility site, and otherwise abide by the rules and orders of the DIVISION, this bond shall be 
forfeited in full and such funds as necessary applied to the cost of reclaiming the facility site. If the amount of 
the bond is less than the actual cost incurred by the DIVISION in reclaiming the facility site, the DIVISION' 
may institute legal action against the PRINCIPAL to recover any amounts expended over and above the 
amount ofthe bond. 

NOW THEREFORE, if the above PRINCIPAL or its successors, assigns, heirs, administrators or any 
of them shall properly reclaim and restore the above-described facility site upon cessation of operations and 
otherwise abide by the rules and orders of the Division, then therefore, this obligation shall be null and void 
and the principal sum hereof shall be paid to the PRINCIPAL, or its successors, heirs, or administrator: 
otherwise it shall remain in full force and effect. 
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Assignment of Cash Collateral Deposit For Bond for Waste Management Facilitv 

Pursuant to Rule 711 of the Rules of the Oil Conservation Division, or successor provisions, 
Loco H i l l s Water D i s p o s a l Company , (herinafter "Principal"), of 
P 0 Box 68 , Loco H i l l s , NM 88,2.5faddress) has deposited with the 

Bank o f A m e r i c a Nfaame of the financial institution, which must be a federally in sured bank or savings 
institution within the state of New Mexico) of R o s w e l l 

New MexiCQ(aHHressUhereinafter "Financial Institution"! the sum o f S i x t y - n i n e Thousand X8XXXXXXX.8&) Two Hund 
E i gh t e e n dollars in Certificate of Deposit &%3mg¥-2Gm&&No. 91000033570192, The Principal hereby assigns and 

conveys all right, title and interest in the deposited funds to the Financial Institution in trust for the Oil Conservation 
Division of the Energy, Minerals and Natural Resources Department (hereinafter "Division") or successor agency of 
the State of New Mexico. The Principal and the Financial Institution agree that as to the deposited funds: 

a. The funds deposited pursuant to the terms ofthis Assignment are to serve as a cash bond covering a waste 
management facility operated by the Principal. 

b. The Division acquires by this Assignment the entire beneficial interest in the funds with the right to order the 
Financial Institution, in writing, to distribute the fund to persons determined by the Division to be entitled 
thereto, including the Division itself, without further consent by the Principal, in amounts determined by the 
Division, or to the Principal upon sale of the facility covered by this Assignment provided all applicable 
Division orders and rules have been complied with regarding the waste management facility. 

c. The Principal retains no legal or beneficial interest in the fund and has only the right to interest, if any. 
thereon, and to return of the fund upon written order of the Division in the event the Principal properly 
reclaims the facility site and otherwise abides by the rules and order.of the Division and the Oil Conservation 
Commission. 

d. The Financial Institution agrees that the funds may not be assigned, transferred pledged or distributed except 
upon written order of the Division or a court of competent jurisdiction made in a proceeding in which the 
Division is a party. The Financial Institution waives all statutory or common law liens or rights of set-off 
against the funds. 

The Principal agrees that the Financial Institution may deduct from interest due the Principal any attorney fees 
incurred by the Financial Institution if claim or demand via writ, summons or other process arising from Principal's 
business is made upon the Financial Institution. 

Signed this 17 t h dav of J a n u a r y 2 002 . 

By Principal Loco H i l l s Water D i s p o s a l By Financial Institution Bank o f A m e r i c a , N . A . 
- J " " Compam 

B Y : /y^Wyy\A<H^7^-. / y C r V V V V ^ p By : ^ 
Title Thomas E. Jeryftiatgs, S^^^tary^Afit ie Sue Hobbs, A s s i s t a n t V i c e P r e s i d e n t 
(Note: If PRINCIPAL is corpcyatfon, affix corporate seal here.) 

Pos t O f f i c e Box 68 500 N o r t h M a i n S t r e e t 

Loco H i l l s , New Mex ico 88255 R o s w e l l , New Mexico 88201 
Mailing Address Mailing Address 
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ACKNOWLEDGMENT FORM FOR NATURAL PERSONS 

STATE OF ) 
)SS. 

COUNTY OF ) 

The foregoing instrument was acknowledged before me this day of , 2 .. by 

My commission expires: 

Date Notary Public 

ACKNOWLEDGMENT FORM FOR CO RPORATIONXHKKWErmRXKK 

STATE OF NEW MEXICO ) 
)SS. \ 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me 
thi s17th day of January 2002, by 

Thomas E." Jennings, Secre tary / Treasurer : . 
officerxacpamxM^ of L o c o H i l l s W a t e r D i s p o s a l Company : . a 
corporation 2£#3fc&£flfi5f on behalf of said corporationXoK^&rSfefsWp. 

'v-My commissfon'exp'ires: . 

\ Date . r. / r> I Notarv Public 

^/^«OTE;,.\Vheqj15-Tincipal is a parmership.corporation of asso ciation. list all partners, officers and directors as may be 
/''.ap£litalp(|4.'frhis information may be provided below. 

ACKNOWLEDGMENT FORM FO R FINANCIAL INSTITUTION 

STATE OF NEW MEXICO ) 
)SS. 

COUNTY OF CHAVES ) 

The foregoing instrument was acknowledged before me this 17 t h j a y of J a n u a r y 2 002 . by 
Sue Hobbs title A s s i s t a n t V i c e P r e s i d e n t on behalf of 
Bank o f A m e r i c a . N . A . _ , financial institution. 

' , t lMM 

'%̂ fy'cornmKs(&h-.expires: s-\ 

.\r.%t<QTAR y \ w : NotaryPublic 



NEW IvrEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

GARY E. JOHNSON Lori Wrotenbery 
Governor Director 

Jennifer A. Salisbury December 4, 2000 Oil Conservation Division 
Cabinet Secretary 

CERTIFIED MAIL 
RETURN RECEIPT NO. 7099-3220-0000-5051-1767 

Mr. James R. Maloney 
Loco Hills Water Disposal, Inc. 
P.O. Box 68 
Loco Hills, NM 87255 

RE: $69,218 Cash Bond for Commercial Surface Waste Management Facility 
Permit NM-01-0004 
Loco Hills Water Disposal, Inc, Principal 
Bank of America N.A., Surety 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 
Certificate of Deposit No. 91000033570192 

Dear Mr. Maloney: 

The New Mexico Oil Conservation Division hereby approves the above-referenced Commercial Surface 
Waste Management Facility Cash Bond and Assignment of Cash Collateral. 

Sincerely, 

tn 
Marilyn S. Hebert, 
Legal Counsel 

MSH:mjk 

Enclosure: Copies of Cash Bond and Assignment of Cash Collateral 

xc with attachment: 
Hobbs OCD Office 
Sue Hobbs, Bank of America 

Oil Conservation Division * 2040 South Pacheco Street * Santa Fe, New Mexico 87505 
Phone:(505) 827-7131 * Fax (505) 827-8177 * http:A www.emnrd.state.nm.us 



NEW MEXICO ENERGY, MINERALS and 
NATURAL RESOURCES DEPARTMENT 

GARY E. JOHNSON 
Governor 

Jennifer A. Salisbury 
Cabinet Secretary 

CERTIFIED MAIL 

August 2, 2000 

Lori Wrotenbery 
Director 

Oil Conservation Division 

RETURN RECEIPT NO. Z-559-573-330 

Mr. James R. Maloney 
Loco Hills Water Disposal, Inc. 
P.O. Box 68 
Loco Hills, NM 87255 

RE: $22,109 Cash Bond for Commercial Surface Waste Management Facility 
Permit NM-01-0004 
Loco Hills Water Disposal, Inc, Principal 
Bank of America N.A., Surety 
SW/4 SW/4 Section 16, Township 17 South, Range 30 East, NMPM 
Eddy County, New Mexico 
Certificate of Deposit No. 91000015117997 

Dear Mr. Maloney: 

The New Mexico Oil Conservation Division hereby approves the above-referenced Commercial Surface 
Waste Management Facility Cash Bond and Assignment of Cash Collateral. 

Marilyn S. Hebert, 
Legal Counsel 

MSH:mjk 

Enclosure: Copies of Cash Bond and Assignment of Cash Collateral 

xc with attachment: 
Aitics;* BerJoTOCD Office 

Sue Hobbs, Bank of America 

Oil Conservation Division * 2040 South Pacheco Street * Santa Fe, New Mexico 87505 
Phone:(505)827-7131 * Fax (505) 827-8177 * htto://ww.emnrd.state.rim.us 



Energy Minerals and Natural Resources Department 
Oil Conservation Division 

Assignment of Cash Collateral Deposit For Bond for Waste Management Farcify 
(Must be a federally-insured bank or saving institution within the State of New Mexico.) 

Pursuant to Rule 711 of the Rules of the Oil Conservation Division, or successor provisions, 
T n r n H i 11 g W a f ^ r Tri <;pn<;a1 T n r . 

(hereinafter referred to as owner) of Loco Hills Water Disposal Inc. 
(address) has deposited with the Bank of America N.A. 
(name of state or national bank or savings association) of Rn^well f New Mexico 

500 North Main. Roswell, New Mexico (address) 
(herein termed financial institution), the sum of 22r109.00 ($22.109.00 ) dollars in 
Certificate of Deposit or savings account No. 91000015117997 Owner hereby assigns and conveys 
all right, title and interest in the deposited sum to the financial institution in trust for the Oil Conservation 
Division of the Energy, Minerals and Natural Resources Department (the "Division") or successor agency 
of the State of New Mexico. Owner and the financial institution agree that as to the deposited sum or fund: 

a. The funds deposited pursuant to the terms of this Agreement are to serve as a cash bond covering 
a waste management facility operated by owner. 

b. The Division acquires by this assignment the entire beneficial interest in the fund, with the right 
to order the trustee in writing to distribute the fund to persons determined by the Division to be 
entitled thereto, including the Division itself, in amounts determined by the Division, or to the 
operator upon sale of the facility covered by this agreement provided all applicable Division orders 
and rules have been complied with. 

c. Owner retains no legal or beneficial interest in the fund and has only the right to interest, if any, 
thereon, and to return of the fund upon written order of the Division. 

d. The financial institution agrees that the fund may not be assigned, transferred pledged or 
distributed except upon written order of the Division or a court of competent jurisdiction made in 
a proceeding in which the Division is a party. The financial institution waives all statutory or 
common law liens or rights of set-off against ihe fund. 

Owner agrees that the financial institution may deduct from interest due owner any attorney fees incurred 
by the financial institution if claim or demand via writ, summons or other process arising from owner's 
business is made upon the financial institution. 

Date 7-12-00 

Vice President Assistant Vice President 
Title Title 



1. (Far a natural W T ^ I arting In his own right:) 

STATE OF 

COUNTY OF 

The foregoing instrument was acknowledged before me this day of 19 
by ' 

My commission expires: 

Date Notary Public 

2. (For a partnership acting hv one or more partners) 

STATE OF f ^ u f r i j ^ i ^ ) 
)SS. 

COUNTY OF OfhllCU^ ) 

The foregoing instrument was acknowledged before me this day o f i _ _ _ _ , , 

b y ^ t X l l < ^ - r < ^ M ^ x _ , _ * J ~ . 
foU J S I A S l ^ L - r ^ K ^ y t r J - g J ^ s l / n ^ f r & c ^ U ^ o & * $ & ) o n behalf of 

* V " , al?araeBiip. 

My commission expires: ^ 

Datey NotarjTPublic 

3. (For a corporation or incorporated association) State of New Mexico 
County of Chaves 

The foregoing instrument was acknowledged before me this 12thday of 
by James R. Maloney of Loco H i l l s Water Di 
a corporation , on behalf of said corporation. 

My commission expires: 

10-28-2000 

July ,382000, 

Date Notary Public 

NOTE: When Lessor is a partnersbip.corporation of association, list all partners, officers and directors as may be 
applicable. This Morrnation may be provided below. 

APPROVED BY: 
OIL CONSERVATION DIVISION 

BV: (£jn\jJ/j/Ay 9b//m 



Energy, Minerals and Natural Resources Department 
^ ) Oil Conservation Division (fe 

Cash Bond For Waste Management Facilities 
(File with Oil Conservation Division, 2040 South Pacheco Street, Santa Fe, New Mexico 87505) 

KNOW ALL MEN BY THESE PRESENTS: 

That Loco Hills Water Disposal Inc. (an 
individual, partnership, or a corporation organized in the State of NPW MPYI rn , with its principal 
office in the City of T,orn Hi I K , State of New Mexico , and authorized to do business 
in the State of New Mexico), is held firmly bound unto the State of New Mexico, for the use and benefit 
of the Oil Conservation Division of the Energy, Minerals and Natural Resources Department (the 
"Division") in the sum ofTwentv Two Thousand One Hundred Nine$ 22,109.00 ) Dollars. 

The conditions of this obligation are such that: 

The above principal has heretofore or may hereafter enter into the collection, disposal, evaporation, 
remediation, reclamation, treatment or storage of produced water, drilling fluids, drill cuttings, completion 
fluids, contaminated soils, BS&W, tank bottoms, waste oil and/or other oil field related waste in Section 
16 , Township 17SouthRange 30 East, NMPM, Eddy County, New Mexico. 

NOW, THEREFORE, this $ 22,109.00 performance bond is conditioned upon substantial 
compliance with all applicable statutes of the State of New Mexico and all rules and orders of the Division 
and the Oil Conservation Commission, and upon clean-up of the facility site to standards of the Division; 
otherwise the principal amount of the bond to be forfeited to the State of New Mexico. 

The applicant has deposited on behalf of the Division $ 22.109.00 
(Twenty Two Thousand One Hundred NjfjUars) in the manner indicated on the attachment to this bond 
(Assignment of Cash Collateral Deposit), being the principal sum intended to be secured. Applicant 
pledges the sum as a guarantee that its executors, assigns, heirs and adrninistrators will abide by the Laws 
of the State of New Mexico and the rules and orders of the Division in operating the waste management 
facility described herein, and that it will properly reclaim the facility site upon cessation of operations. If 
the applicant does not properly reclaim and restore the facility site, and otherwise abide by the rules and 
orders of the Division, this bond shall be forfeited in full and such funds as necessary applied to the cost 
of reclaiming the facility site. If the principal sum of the bond is less than the actual cost incurred by the 
Division in reclaiming the facility site, the Division may institute legal action to recover any amounts 
expended over and above the principal sum of the bond. 

NOW THEREFORE, if the above applicant or its successors, assigns, heirs, or adrninistrators or 
any of them shall properly reclaim and restore the above-described facility site upon cessation of 
operations, and otherwise abide by the rules and orders of the Division, then therefore, this obligation shall 
be null and void and the principal sum hereof shall be paid to the applicant, or its successors, heirs, or 
administrator, otherwise it shall remain in full force and effect. 

Signed and sealed this 28th day of July ,^200.0 

P. O. Box 68 Loco Hil ls . New Mexico 88255 
Mailing Address 

Virp President 
Tide 

(Note: If Principal is corporation, affix corporate seal here.) 



1. fFor a natural person artfag In his own right:) 

STATE OF 

COUNTY OF 
)SS. 
) 

by 
The foregoing msTrument was acknowledged before me this day of 

My commission expires: 

Date Notary Public 

2. (For a partnership acting hv one or more partners) 

STATE OF 

COUNTY OF 

J 
)SS. 

J 

by 
The foregoing instrument was acknowledged before me this day of , 19 

_, a partnership. 
partner(s) on behalf of 

My commission expires: 

Date Notary Public 

3. (For a corporation or incorporated association) 

The foregoing instrument was acknowledged before me this 28thday of Julv 
by James R. Maloney of Loco H i l l s Water Disposal Inc 

., 192000. 

a corporation , on behalf of said corporation. 

My commission expires: 

10-28-2000 
Date Notary PubUĉ J<_<_. 

NOTE: When Lessor is a partnenbip.corporation of association, list all partners, officers and directors as may be 
applicable. This iriformation may be provided below. 

APPROVED BY: 
OIL CONSERVATION DIVISION 

By:. /7 



STATE OF NEW MEXICO 
ENERGY AND MINERALS DEP*|TMENT 

OIL CONSERVATION DIVT^JN 

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

CASE NO. 7329 
Order No. R-6811 

APPLICATION OF LOCO HILLS V7ATEB 
DISPOSAL COMPANY FOR AN EXCEPTION 
TO ORDER NC. R-3221, AS AMENDED, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 9 a.m. on September 23 
1981, at Santa Fe, New Mexico, before Examiner Richard L. 
Stamets. 

NOW, on t h i s 50th day of October, 1981, the Di v i s i o n 
Director, having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised i n the 
premises, 

FINDS: 

. (14 That due public notice having—been given as required 
by law, the Division has j u r i s d i c t i o n cf t h i s cause and the 
subject matter thereof. 

(2) That Order (3) of Di v i s i o n Order No. R-3221 , as 
amended, p r o h i b i t s i n that area encompassed by Lea, Eddy, 
Chaves, and Roosevelt Counties, New Kexico> the disposal, 
subject to minor exceptions, of water produced i n conjunction 
w i t h the production of o i l cr gas, cr both, on the surface of 
the ground, or i n any p i t , pond, lake, depression, draw,-
streambed, or arroyo, or i n any watercourse, cr i n any other 
place or i n any manner which would co n s t i t u t e a hazard to any 
fresh water supplies and said disposal has not previously been 
pro h i b i t e d . 

(3) That the aforesaid Order No. R-3221 was issued i n 
order to a f f o r d reasonable protection against contamination of 
fresh water supplies designated by the State Engineer through 
disposal cf water produced i n conjunction w i t h the production of 
o i l or gas, or both, i n unlined surface p i t s . 
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(4) That the State Engineer has designated, pursuant tc 
Section 70-2-23 (15)', NMSA, 1978 Compilation, a l l underground 
water i n the State of New Mexico containing 10,000 parts per 
m i l l i o n or less of dissolved solids as fresh water supplies to 
be afforded reasonable protection against contamination; except 
t h a t said designation does not include any water f o r which 
there i s no present cr reasonably foreseeable b e n e f i c i a l use 
th a t would be impaired by contamination. 

(5) That the applicant, Loco K i l l s Water Disposal 
Company, seeks as an exception to the provisions of the 
aforesaid Order (3) to permit the commercial disposal of s a l t 
water i n t o an unlined surface p i t or p i t s containing frcm 5 to 
15 surface acres t c be located i n the N/2 SW/4 SW/4 of Section 
16, Township 17 South, Range 30 East, Eddy County, New Mexico. 

(6) That disposal rates would be from 2000 to 2500 
barrels per month per acre or from 1000 to 1250 barrels per day 
at the maximum p i t size. 

(7) That neither the p i t ( s ) nor the immediate underlying 
sediments are impervious and a percentage of the disposed water 
would leak i n t o the subsurface to enter the Santa Rosa and 
Rustler Anhydrite formations. 

(8) That while the Santa Posa formation contains no fresh 
water i n the immediate v i c i n i t y of the proposed p i t ( s ) , i t dees 
contain fresh water at various locations both up-dip and down-
dip therefrom. 

(9) That clay zones w i t h i n the Santa Rosa could 
contribute to the h o r i z o n t a l migration cf waters percolating 
from said p i t s which waters could reach and contaminate down-
dip fresh water supplies i n said formation. " 

(10) That i f the s a l t water from said p i t s should 
percolate v e r t i c a l l y through the Santa Rosa formation, i t would 
enter the Rustler formation and move therethrough i n a 
generally Southward d i r e c t i o n to the Pecos River. 

(11) That i n s u f f i c i e n t data was presented r e l a t i v e to the 
long term e f f e c t of the disposal of s a l t water i n the proposed 
p i t ( s ) and i t s p o t e n t i a l a f f e c t on surface and subsurface 
waters i n the f o l l o w i n g areas: 

(a) p e rcolation rates; 

(b) f l u i d r e t e n t i o n by the Santa Rosa formation 
(volume and area) ; 
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(c) Rustler formation water' q u a l i t y outside the 
immediate area;,and, 

(d) the ground water regime v i s - a - v i s the Pustler 
formation and the Pecos River. 

(12). That because of .the p o t e n t i a l f o r contamination of 
fresh water supplies i n the Santa Rosa formation and because 
of i n s u f f i c i e n t data upon which to make reasonable 
determinations r e l a t i v e tc the need f o r protection of or the 
long term e f f e c t s upon waters i n the Rustler formation or 
Pecos River, the subject ap p l i c a t i o n should be denied. 

IT IS THEREFORE ORDERED: 

(1) That the application of Loco H i l l s Water Disposal 
Company f o r approval of commercial surface s a l t water 
disposal f a c i l i t y , as an exception to Order (3) of Div i s i o n 
Order No. R-3221, i s hereby denied. 

(2) That j u r i s d i c t i o n of t h i s cause i s retained f o r 
the entry of such f u r t h e r orders as the Division may deem 
necessary. 

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

S E A L 



STATE OF NEW MEXICO 
EN^GY AND MINERALS DEPARTMEl 

OIL CONSERVATION DIVISION 

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

CASE NO. 7329 DE NOVO 
Order No. R-6811-A 

APPLICATION OF LOCO HILLS WATER 
DISPOSAL COMPANY FOR AN EXCEPTION 
TO ORDER NO. R-3221, AS AMENDED, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 a.m. on July 14, 1982, 
at Santa Fe, New Mexico, before the O i l Conservation Commission 
of New Mexico, hereinafter referred to as the "Commission." 

NOW, on t h i s 29th day of July, 1982, the Commission, a 
quorum being present, having considered the testimony presented 
and the ex h i b i t s received at said hearing, and being f u l l y 
advised i n the premises, 

FINDS: 

(1) That due public notice having been given as required 
by law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That the applicant, Loco H i l l s Water Disposal Company, 
seeks an order permitting the i n s t a l l a t i o n of a commercial s a l t 
water disposal f a c i l i t y whereby s a l t water would be disposed of 
in t o 15 acres of unlined surface p i t s to be located i n the SW/4 
of Section 16, Township 17 South, Range 30 East, NMPM, Eddy 
County, New Mexico. 

(3) That the matter came on for hearing at 9 a.rru on 
September 23, 1981, at Santa Fe, New Mexico, before Examiner 
Richard L. Stamets and, pursuant to t h i s hearing, Order No. 
R-6811 was issued on October 30, 1981, which denied Loco H i l l s 
Water Disposal Company's a p p l i c a t i o n . 

(4) That on November 25, 1981, app l i c a t i o n for Hearing 
De Novo was made by Loco H i l l s Water Disposal Company and the 
matter was set for hearing before the Commission. 
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(5) That the matter came on for hearing d_e novo on July 
14, 1982. 

(6) That Order (3) of Division Order No. R-3221, as 
amended, p r o h i b i t s i n that area encompassed by Lea, Eddy, 
Chaves, and Roosevelt Counties, New Mexico, the disposal, 
subject to minor exceptions, of water produced i n conjunction 
with the production of o i l or gas, or both, on the surface of 
the ground, or i n any p i t , pond, lake, depression, draw, 
streambed, or arroyo, or i n any watercourse, or i n any other 
place or i n any manner which would c o n s t i t u t e a hazard to any 
fresh water supplies and said disposal has not previously been 
p r o h i b i t e d . 

(7) That the aforesaid Order No. R-3221 was issued i n 
order to a f f o r d reasonable protection against contamination of 
fresh water supplies designated by the State Engineer through 
disposal of water produced i n conjunction with the production 
of o i l or gas, or both, i n unlined surface p i t s . 

(8) That the State Engineer has designated, pursuant to 
Section 65-3-11 (15), N.M.S.A., 1953 Compilation, a l l under­
ground water i n the State of New Mexico containing 10,000 parts 
per m i l l i o n or less of dissolved solids as fresh water supplies 
to be afforded reasonable protection against contamination; 
except that said designation does not include any water for 
which there i s no present or reasonably foreseeable b e n e f i c i a l 
use that would be impaired by contamination. 

(9) That the applicant seeks an exception to the pro­
visions of the aforesaid Order (3) of Division Order No. R-3221, 
as amended, to permit the commercial disposal of produced s a l t 
water i n t o the aforesaid p i t s at the s i t e described above. 

(10) That the applicant proposes to i n s t a l l and operate 
an e f f e c t i v e system, composed of holding and separating tanks, 
and a skimming p i t , for the removal of o i l y and s o l i d wastes 
from the waters to be disposed of i n t o said system. 

(11) That there i s no fresh water i n the immediate v i c i n i t y 
of said disposal system, but there are wells producing fresh 
water some nine miles south of the proposed disposal p i t s . 

(12) That the native s o i l s underlying said p i t s w i l l per­
mit the v e r t i c a l percolation of some of the waters disposed of 
i n said system. 
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(13) That the v e r t i c a l percolation of waters from said 
system should not endanger any fresh waters. 

(14) That to ensure that waters percolating from said 
p i t s move only v e r t i c a l l y , monitor wells should be d r i l l e d 
i n a pattern as shown on Exhibit "A" designed to detect h o r i ­
zontal movement of water from said disposal area. 

(15) That i n the event s a l t water i s detected i n any 
monitor w e l l , Case No. 7329 should be reopened w i t h i n 90 days 
to permit applicant to appear and show cause why the a u t h o r i t y 
to use said p i t s for water disposal should not be rescinded. 

(16) That the maximum volume of produced water to be 
disposed of through said system should not exceed 2500 barrels 
per acre per month. 

(17) That a freeboard of a minimum of three feet should 
be maintained at a l l times. 

(18) That the granting of the a p p l i c a t i o n w i l l not cause 
waste or impair c o r r e l a t i v e r i g h t s . 

(1) That the applicant, Loco H i l l s Water Disposal Company, 
i s hereby authorized to i n s t a l l and operate a 15-acre commercial 
s a l t water disposal f a c i l i t y to be located i-n the SW/4 of Sec­
t i o n 16, Township 17 South, Range 30 East, NMPM, Eddy County, 
New Mexico, said system to be l i m i t e d to the maximum disposal 
of 2500 barrels per acre per month. 

(2) That the operator s h a l l i n s t a l l tanks and a skimming 
p i t , s u f f i c i e n t to ensure that o i l or other deleterious sub­
stances w i l l not enter the disposal p i t s i n harmful q u a n t i t i e s . 

(3) That a freeboard of a minimum of three feet w i l l be 
maintained on a l l p i t s at a l l times. 

(4) That monitor wells, as shown on Exhibit "A" attached 
to and made a part of t h i s order, s h a l l be d r i l l e d and equipped 
with perforated or s l o t t e d tubing/casing from a depth of four 
feet to t o t a l depth. 

(5) That said monitor wells w i l l be tested monthly to 
check for migration of the disposed s a l t water thereto and the 
r e s u l t s of these t e s t s w i l l be promptly delivered to the 
Artesia D i s t r i c t Office of the O i l Conservation D i v i s i o n . 

IT IS THEREFORE ORDERED: 
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(6) That i f disposed s a l t water i s detected i n any monitor 
w e l l , Case 7329 w i l l be reopened, w i t h i n 90 days, to permit the 
applicant to appear and show cause why the disposal auth o r i t y 
granted by t h i s order should not be rescinded. 

(7) That j u r i s d i c t i o n of t h i s cause i s retained for the 
entry of such f u r t h e r orders as the Commission may deem necessary 

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

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

S E A L 

er & Secretary 

•j 

f d / 
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STATE OF NEW MEXICO 

# ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION CO^ISSION 

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

CASE NO. 7720 
Order No. R-6811-B 

APPLICATION OF LOCO HILLS WATER 
DISPOSAL COMPANY FOR AN AMENDMENT 
TO DIVISION ORDER No. R-6811-A, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on f o r hearing a t 9 a.m. on November 29, 
1982, at Santa Fe, New Mexico, before the O i l Conservation 
Commission of New Mexico, her e i n a f t e r r e f e r r e d to as the 
"Commission". 

NOW, on t h i s 3Qth day of December, 1982, the Commissionf 

a quorum being present, having considered the testimony 
presented and the e x h i b i t s received at said hearing, and being 
f u l l y advised i n the premises, 

FINDS: 

(1) That due public notice having been given as required 
by law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That the applicant, Loco H i l l s Water Disposal Company, 
seeks an order amending D i v i s i o n Order No. R-6811-A to remove 
the present maximum disposal l i m i t of 2,500 barr e l s per acre per 
month imposed upon the s a l t water disposal f a c i l i t y authorized, 
t h e r e i n , i n Section 16, Township 17 South, Range 30 East, NMPM, 
Eddy County, New Mexico. 

(3) That said Order No. R-6811-A was issued by the 
Commission f o l l o w i n g the hearing of Case No. 7329 Ds Novo on 
July 14, 1982. 

(4) That i n said Order No. R-681l-A, the Commission made, 
among others, the f o l l o w i n g f i n d i n g s : 

"(6) That Order (3) of D i v i s i o n Order No. R-3221, 
as amended, p r o h i b i t s i n t h a t area encompassed by Lea, 
Eddy, Chaves, and Roosevelt Counties, New Mexico, the 
disposal, subject to minor exceptions, of water produced 
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i n conjunction w i t h the production of o i l or gas, or 
both, on the surface of the ground, or i n any p i t , pond, 
lake, depression, draw, streambed, or arroyo, or i n any 
watercourse, or i n any other place or i n any manner which 
would c o n s t i t u t e a hazard to any fresh water supplies and 
said disposal has not previously been p r o h i b i t e d . 

(7) That the aforesaid Order No. R-3221 was issued 
i n order t o a f f o r d reasonable p r o t e c t i o n against 
contamination of fresh water supplies designated by the 
State Engineer through disposal of water produced i n 
conjunction w i t h the production of o i l or gas, or both, 
i n unlined surface p i t s . 

(8) That the State Engineer has designated, 
pursuant t o Section 65-3-11 (15), N.M.S.A., 1953 
Compilation, a l l underground water i n the State of New 
Mexico containing 10,000 parts per m i l l i o n or less of 
dissolved s o l i d s as fresh water supplies t o be afforded 
reasonable p r o t e c t i o n against contamination; except t h a t 
said designation does not include any water f o r which 
there i s no present or reasonably foreseeable b e n e f i c i a l 
use t h a t would be impaired by contamination. 

(9) That the applicant seeks an exception t o the 
provisions of the aforesaid Order (3) of D i v i s i o n Order 
No. R-3221, as amended, t o permit the commercial disposal 
of produced s a l t water i n t o the aforesaid p i t s at the 
s i t e described above. 

(10) That the applicant proposes t o i n s t a l l and 
operate an e f f e c t i v e system, composed of holding and 
separating tanks, and a skimming p i t , f o r the removal of 
o i l y and s o l i d wastes from the waters t o be disposed of 
i n t o said system. 

(11) That there i s no fresh water i n the immediate 
v i c i n i t y of said disposal system, but there are wells 
producing fresh water some nine miles south of the 
proposed disposal p i t s . 

(12) That the native s o i l s underlying said p i t s 
w i l l permit the v e r t i c a l p e rcolation of some of the 
waters disposed of i n said system. 

(13) That the v e r t i c a l p e r c o l a t i o n of waters from 
said system should not endanger any fresh waters. 

(14) That to ensure t h a t waters p e r c o l a t i n g from 
said p i t s move only v e r t i c a l l y , monitor wells should be 
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d r i l l e d i n a pattern as shown on E x h i b i t "A" designed to 
detect h o r i z o n t a l movement of water from said disposal 
area. 

(15) That i n the event s a l t water i s detected i n 
any monitor w e l l , Case No. 7329 should be reopened w i t h i n 
90 days to permit applicant t o appear and show cause why 
the a u t h o r i t y to use said p i t s f o r water disposal should 
not be rescinded. 

(16) That the maximum volume of produced water t o 
be disposed of through said system should not exceed 2500 
bar r e l s per acre per month. 

(17) That a freeboard of a minimum of three f e e t 
should be maintained a t a l l times." 

(5) That said Order No. R-681l-A d i d contain provisions 
l i m i t i n g the maximum disposal volume to 2500 barr e l s per acre 
per month, r e q u i r i n g maintenance of a minimum three f o o t 
freeboard i n a l l p i t s and the d r i l l i n g and equiping of monitor 
w e l l s . 

(6) That the applicant now seeks the amendment of said 
Order No. R-6811-A t o remove only the 2500 barr e l s per acre per 
month disposal volume l i m i t a t i o n . 

(7) That the a p p l i c a t i o n was opposed by a surface and 
ground water i n t e r e s t owner i n the area which might be a f f e c t e d 
by the disposal operation. 

(8) That the applicant presented evidence designed t o 
demonstrate t h a t the change i n disposal volume would not 
s i g n i f i c a n t l y a l t e r the hydrologic regime established by 
i n s t i t u t i o n of the disposal operation nor threaten contamination 
of any fresh water supplies. 

(9) That the protestant presented new evidence which 
tended t o show t h a t there were both southeast and southwest 
trending slopes on the i n t e r f a c e between the Santa Rosa 
formation and the Rustler formation under the disposal p i t s . 

(10) That the protestant f u r t h e r presented testimony 
tending to show t h a t an impermeable clay b a r r i e r e x i s t s at the 
base of the Santa Rosa formation which would e f f e c t i v e l y stop 
the v e r t i c a l i n f i l t r a t i o n of the disposed waters i n t o the 
Rustler formation. 
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(11) That i f the disposed water which percolates through 
the Santa Rosa formation from said p i t s cannot move i n t o the 
Rustler formation, i t may move l a t e r a l l y through the Santa Rosa 
formation where i t may endanger fresh water supplies. 

(12) That i n order t o v e r i f y t h a t any water pe r c o l a t i n g 
from said p i t s u l t i m a t e l y enters the Rustler formation and does 
not move l a t e r a l l y w i t h i n the Santa Rosa formation, the w e l l 
monitoring system provided f o r i n said Order No. R-6811-A should 
be expanded. 

(13) That the a d d i t i o n a l monitor wells should be d r i l l e d t o 
the Rustler formation and should be located at points 
approximately 250 feet north of the present monitor w e l l No. 9 
located to the east of the disposal f a c i l i t y , approximately 150 
feet from monitor w e l l No. 2 along a l i n e connecting monitor 
w e l l 2 and monitor w e l l 3, and at a t h i r d l o c a t i o n approximately 
midway between the present monitor holes No. 4 and 5 a l l as 
depicted on E x h i b i t "A" t o said Order No. R-6811-A. 

(14) That provided th a t these a d d i t i o n a l monitor wells are 
d r i l l e d and u t i l i z e d i n the same manner as the o r i g i n a l monitor 
w e l l s , no increased t h r e a t t o fresh water supplies should r e s u l t 
from l i f t i n g the 2500 barrels-per-acre disposal l i m i t a t i o n 
contained i n Order No. R-6811-A. 

(15) That the ap p l i c a t i o n should be approved and the 
ad d i t i o n a l monitor wells should be required. 

(16) That the granting of t h i s a p p l i c a t i o n r e s t r i c t e d i n 
the manner set f o r t h above w i l l not cause waste, or impair 
c o r r e l a t i v e r i g h t s , or endanger designated fresh water supplies. 

IT IS THEREFORE ORDERED: 

(1) That the a p p l i c a t i o n of Loco H i l l s Water Disposal 
Company f o r an amendment of D i v i s i o n Order No. R-681l-A t o 
remove the 2500 b a r r e l per acre per month disposal l i m i t a t i o n 
included i n Order No. ( 1 ) , thereof, i s hereby approved. 

PROVIDED HOWEVER, th a t t h i s order s h a l l not become 
e f f e c t i v e u n t i l the applicant has d r i l l e d and completed three 
a d d i t i o n a l monitor wells located approximately -(-1) 250 fe e t t o 
the North of present monitor hole No. 9, (2) 150 feet from 
present monitor w e l l No. 2 along a l i n e connecting monitor w e l l 
No. 2 and 3 and (3) midway between the present monitor holes 
Nos. 4 and 5. 

PROVIDED FURTHER, that each of said monitor wells s h a l l be 
d r i l l e d to the top of the Rustler formation and th a t such wells 
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s h a l l be cased and operated i n the same manner as those monitor 
wells required by Order No. R-6811-A. 

(2) That j u r i s d i c t i o n of t h i s cause i s retained f o r the 
entry of such f u r t h e r orders as the D i v i s i o n may deem necessary. 

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

OIL CONSERVATION COMMISSION 

ALEX J. ARMIJO, Member 

ED KELLEY, Member 

JOE D. RAMEY, Member & Secretary 



STATE OF NEW MEXICO 
ENERGY AND MINERALS DJ|ARTMENT 

OIL CONSERVATION DWISION 

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

CASE NO.8855 
Order No. R-6811-C 

APPLICATION OF LOCO HILLS WATER DISPOSAL 
COMPANY FOR AN OIL TREATING PLANT PERMIT, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing at 8:15 a.m. on A p r i l 2, 
1986, at Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 12th day of May, 1986 , the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and the 
recommendations of the Examiner, and being full-y advised i n the 
premises, 

FINDS THAT: 

(1) Due public notice having been given as required by 
law, the D i v i s i o n has j u r i s d i c t i o n - o f t h i s cause and the 
subject matter thereof. 

(2) The applicant, Loco H i l l s Water Disposal Company, 
seeks a u t h o r i t y to construct and operate an o i l t r e a t i n g p l a n t 
f o r the purpose of t r e a t i n g produced water at i t s s a l t water 
disposal f a c i l i t y authorized by D i v i s i o n Order No. R-6811-A, as 
amended, located i n the SW/4 of Section 16, Township 17 South, 
Range 30 East, NMPM, Eddy County, New Mexico. 

(3) Dikes, dams and/or emergency p i t s should be 
constructed around the t r e a t i n g p l a n t capable of holding the 
e n t i r e capacity of a l l tanks and vessels at the plant l o c a t i o n 
i n order t h a t sediment o i l , reclaimed o i l , or waste o i l cannot 
escape from the immediate v i c i n i t y of such plan t or i n t o the 
s a l t water disposal f a c i l i t y . 

(4) The proposed t r e a t i n g p l a n t w i l l have a 3,500 b a r r e l 
capacity and w i l l use chemicals, fresh water and heat f o r the 
processing of the materials received. 
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(5) The proposed t r e a t i n g p l a n t and method of processing 
w i l l e f f i c i e n t l y process, t r e a t , and reclaim the aforementioned 
waste o i l , thereby salvaging o i l which would otherwise be 
wasted. 

(6) The Director of the D i v i s i o n should be authorized to 
ad m i n i s t r a t i v e l y grant approval f o r the expansion or 
modific a t i o n of said p l a n t . 

(7) The subject a p p l i c a t i o n should be approved as being 
i n the best i n t e r e s t s of conservation. 

IT IS THEREFORE ORDERED THAT: 

(1) The applicant, Loco H i l l s Water Disposal Company, i s 
hereby authorized to i n s t a l l and operate a chemical, 
freshwater, and heat-treatment type o i l t r e a t i n g p l a n t at i t s 
s a l t water disposal s i t e i n the SW/4 of Section 16, Township 17 
South, Range 30 East, NMPM, Eddy County, New Mexico, f o r the 
purpose of t r e a t i n g produced water being .delivered t o t h e i r 
s a l t water disposal f a c i l i t y authorized by D i v i s i o n Order No. 
R-6811-A, as amended. 

PROVIDED HOWEVER THAT, the continuation of the 
aut h o r i z a t i o n granted by t h i s order s h a l l be conditioned upon 
compliance w i t h the laws of the State of New Mexico and the 
rules and regulations of the New Mexico O i l Conservation 
D i v i s i o n ; 

PROVIDED FURTHER THAT, p r i o r to commencing operation of 
said p l a n t , the applicant s h a l l f i l e w i t h the D i v i s i o n and 
obtain approval of a performance bond i n the amount of 
$10,000.00 conditioned upon s u b s t a n t i a l compliance w i t h 
applicable statutes of the State of New Mexico and a l l r u l e s , 
regulations and orders of the O i l Conservation D i v i s i o n . 

(2) The operator of the above-described o i l t r e a t i n g 
p l a n t s h a l l clear and maintain i n a condition clear of a l l 
debris and vegetation a f i r e l i n e at least 15 feet i n width and 
e n c i r c l i n g the s i t e upon which the t r e a t i n g plant i s located. 

(3) Dikes, dams and/or emergency p i t s capable of holding 
the .entire capacity of a l l tanks and vessels at the pl a n t 
l o c a t i o n and capable of preventing the escape of any- sediment 
o i l , reclaimed o i l , or waste o i l from the immediate v i c i n i t y of 
said plant s h a l l be constructed and maintained around the 
t r e a t i n g p l a n t . 

(4) The disposal of waste water accumulated i n 
conjunction w i t h the operation of the above-described p l a n t on 
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the surface of the ground, or i n any p i t , pond, lake, 
depression, draw, streambed, or arroyo, or i n any watercourse, 
or i n any other place or i n any manner which w i l l c o n s t i t u t e a 
hazard to any fresh water supplies i s hereby p r o h i b i t e d . 

(5) The Director of the D i v i s i o n may a d m i n i s t r a t i v e l y 
grant a u t h o r i t y f o r the expansion or mo d i f i c a t i o n of said p l a n t 
upon request and a demonstration t h a t such expansion or 
mod i f i c a t i o n i s upon contiguous acreage and i s otherwise 
consistent w i t h t h i s order and D i v i s i o n Rules and Regulations. 

(6) J u r i s d i c t i o n of t h i s cause i s retained f o r the entry 
of such f u r t h e r orders as the D i v i s i o n may deem necessary. 

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

STATE OF NEW MEXICO 
OIL^CQNSERVATION DIVISION 

Director 

S E A L 
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STATE OF NEW MEXICO _ ^ 

ENERGY, MINERALS AND NATURAL RESOURCESTJEPARTMENT 

OIL CONSERVATION DIVISION 

GARREY CARRUTHERS 111 I v ? fi 1 Q R R P 0 S T 0 F F I C E B 0 X 3 0 8 8 

GOVERNOR J U i y i. O , I ^ O O STATE LAND OFFICE BUHDINC 
SANTA FE. NEW MEXICO 875C 

I505J 837-5800 

James T. Jennings, Esq. 
At torney 
P. O. eox 1180 
Roswell, NewMexico 88202-1180 

Re: $25,000 Cash Bond f o r T r e a t i n g Plant and 
Commercial Disposal F a c i l i t i e s 
Loco H i l l s Water Disposal Company, Operator 
Sec. 16, T-17-S, R-30-E, Eddy County 
Bond No. OCD-153 

Dear Mr. Jennings: 

The O i l Conservation D i v i s i o n hereby approves the above-
captioned bond e f f e c t i v e t h i s date. 

j t _ • . 

cc: O i l Conservation D i v i s i o n 
A r t e s i a , New Mexico 

Loco H i l l s Water Disposal Company 
P. O. Box 68 
Loco H i l l s , NewMexico 88255-0068 



LAW O F F I C E S 

J A M E S T . J E N N I N G S 
S U N W E S T C E N T R E 

J A M E S T. J E N N I N G S 
A . D. "D IRK" J O N E S R O S W E L L , NEW M E X I C O 8 8 2 0 2 - 1 1 3 0 

p. o. BOX nao T E L E P H O N E 
( S 0 5 ) 6 2 2 - 8 4 3 2 

July 25, 1988 

O i l Conservation D i v i s i o n 
P. 0. Box 2088 
Land O f f i c e B u i l d i n g 
Santa Fe, New Mexico 87504 

A t t n : Diane Richardson 
A d m i n i s t r a t o r 
Bonding Department 

Re: Loco H i l l s Water Disposal T r e a t i n g Plant 
and Commercial Surface Waste Disposal 
F a c i l i t y Bond 

Dear Ms. Richardson: 

I n accordance w i t h the request contained i n your l e t t e r of Ju l y 
23, 1988, the $25,000.00 cash bond f o r t r e a t i n g p l a n t and 
commercial d i s p o s a l f a c i l i t i e s has been executed by Loco H i l l s 
Water Disposal Company and i s enclosed herewith. Attached t o the 
bond there i s an assignment of cash c o l l a t e r a l executed by 
Pioneer Savings and Trust of Roswell and Loco H i l l s Disposal 
Company. These documents have been completed i n accordance w i t h 
my conversation w i t h Mr. Bob St o v a l , your D i v i s i o n Counsel, and I 
hope you w i l l f i n d them s a t i s f a c t o r y . A f t e r the bond has been 
approved by the O i l Conservation D i v i s i o n , I would appreciate i t 
i f you would send a copy of the bond as approved t o me so I may 
complete the Loco H i l l s f i l e on t h i s matter. For your 
convenience, I am enclosing a stamped, self-addressed envelope. 

JTJ/st 

Encls. 

cc: Loco H i l l s Water Disposal Company 
P. O. Box 6 8 
Loco H i l l s , NM 88255-0068 



NEW MEXICO OIL CONSERVATION DIVISION 
OF THE ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

$25,000.00 CASH BOND FOR TREATING PLANT 
AND COMMERCIAL DISPOSAL FACILITIES 

F i l e with Oil Conservation Division, P. O. Box 2088, Santa Fe, 
New Mexico 87504 

KNOW ALL MEN BY THESE PRESENTS: 

That LOCO HILLS WATER DISPOSAL COMPANY, a corporation organized 
in the State of New Mexico, with i t s principal office in the City of 
Loco H i l l s , State of New Mexico, and authorized to do business in the 
State of New Mexico, i s held firmly bound unto the State of New 
Mexico, for the r.ce and benefit of the Oil Conservation division of 
the Energy, Minerals and Natural Resources Department in the sum of 
Twenty Five Thousand ($25,000.00) Dollars lawful money of the United 
States. 

The conditions of this obligation are such that: 

The above principal has heretofore or may hereafter enter into 
the process of treating and reclaiming sediment o i l and the 
collection, disposal or storage of produced water and/or other o i l 
f i e l d related wastes in Section 16, Township 17 South, Range 30 East, 
N.M.P.M., Eddy County, New Mexico. 

NOW, THEREFORE, this $25,000.00 performance bond i s conditioned 
upon substantial compliance with a l l applicable statutes of the State 
of New Mexico and a l l rules, regulations, and orders of the Oil 
Conservation Division of the Energy, Minerals and Natural Resources 
Department, and upon clean-up of the f a c i l i t y sites to standards of 
the Oil Conservation Division; otherwise, the principal amount of the 
bond to be forfeited to the State of New Mexico. 

The applicant has deposited on behalf of the Division $25,000.00 
(Twenty five thousand dollars) in the manner indicated on the *~ 
attachment to this bond, being the principal sum intended to be 
secured. Applicant pledges the sum as a guarantee that i f i t s 
executors, assigns, heirs and administrators w i l l abide by the laws 
of the State of New Mexico and the Rules and Regulations of the Oil 
Conservation Division in operating the treating plant and the 
commercial surface waste disposal f a c i l i t i e s described herein, and 
that i t w i l l properly reclaim the f a c i l i t y sites upon cessation of 
operations. I f the applicant does not properly reclaim and restore 
the f a c i l i t y s i t e s , and otherwise abide by the Rules and Orders of 
the Oil Conservation Division, this bond shall be forefeited in f u l l 
and such funds as necessary applied to the cost of reclaiming the 
f a c i l i t y s i t e s . I f the principal sum of the bond i s less than the 
actual cost incurred by the Division in reclaiming the plant sites, 
the Division may institute legal action to recover any amounts 
expended over and above the principal sum of the bond. 



NOW, THEREFORE, i f the above applicant or i t s successors, 
assigns, heirs, or administrators or any of them shall properly 
reclaim and restore the above described treating plant, collection, 
disposal or storage sites upon cessation of operations, and otherwise 
abide by the Rules and Orders of the Oil Conservation Division, then 
therefore, this obligation shall be null and void and the principal 
sum hereof shall be paid to the applicant, or i t s successors, heirs 
or administrator, otherwise i t shall remain in f u l l force and 
effect. 

Signed and sealed this day of July, 1988. 

LOCO HILLS WATER DISPOSAL COMPANY 

JL 
BY Ag*, t. 

President 

P. o. Box 68 
Loco H i l l s , New Mexico 88255-0068 

STATE OF NEW MEXICO 

COUNTY OF EDDY 

The foregoing instrument was acknowledged before me this ĉQ 
dayTof July, 1988, by Ray Westall, President of Loco H i l l s Water 
Disposal Company, a New Mexico corporation, on behalf of said 
corporation. 

w •-///': • . 
My .Co^issxian. Expires: / - , /; 
• •'' '\u'\ ' /—, / I f " - • / .... L'< .- c 

Notary Public 

APPROVED BY: 
OIL CONSERVATION DIVISION 

BV Oc, 



ASSIGNMENT OF CASH COLLATERAL DEPOSIT 
FOR BOND FOR TREATING PLANT AND 

COMMERCIAL SURFACE WASTE DISPOSAL FACILITIES 

July 20, 1988 

Pursuant to Rules 312 and 711 of the Rules of the Oil Conservation 
Division, or successor provisions, LOCO HILLS WATER DISPOSAL COMPANY, 
a New Mexico corporation, (hereinafter referred to as "owner") of 
P. O. Box 68, Loco H i l l s , New Mexico 88255-0068, has deposited with 
the PIONEER SAVINGS & TRUST, F.A., a federally chartered association, 
P. O. Box 130, Roswell, New Mexico 88202-0130 (herein termed 
financial institution), the sum of Twenty Five Thousand dollars 
($25,000.00) in Certificate of Deposit or savings account No. 
Owner hereby assigns and conveys a l l right, t i t l e and interest in 
the deposited sum to the financial institution in trust for the Oil 
Conservation Division of the Energy and Minerals Department cr 
successor agency of the State of New Mexico. Owner and the financial 
institution agree that as to the deposited sum or fund: 

a. The funds deposited pursuant to the terms of this 
agreement are to serve as a cash bond covering a treating 
plant and commercial surface waste disposal f a c i l i t i e s 
operated by owner. 

b. The Oil Conservation Division acquires by this assign­
ment the entire beneficial interest in the fund, with 
the right to order the trustee in writing to distribute 
the fund to persons determined by the Division to be 
entitled thereto, including the Division i t s e l f , in 
amounts determined by the Division, or to the operator 
upon sale of the f a c i l i t i e s covered by this agreement. 

c. Owner retains no legal or beneficial interest in the fund 
and has only the right to interest, i f any, thereon and to 
return of the fund upon written order of the Division. 

d. The financial institution agrees that the fund may not 
be assigned, transferred, pledged or distributed except 
upon written order of the Division or a court of competent-* 
jurisdiction made in a proceeding in which the Division 
i s a party. The financial institution waives a l l statutory -
or common law liens or rights of set-off against the fund. 

Owner agrees that the financial institution may deduct from 
interest due owner any attorney fees incurred by the financial 
institution i f claim or demand via writ, summons or other process 
arising from operator's business i s made upon the financial 
institution. 

LOCO HILLS WATER DISPOSAL COMPANY PIONEK^-SftV^NGS & TRUST, F.A. 

Financial Institution 



STATE OF NEW MEXICO 

COUNTY OF EDDY 

|vyT^e...f^regping instrument was acknowledged before me this =s>A 
day\ofi Ju-1^1988^ by Ray Westall, President of Loco Hills Watir 
Disposal^ a N e w Mexico corporation, on behalf of said 
cc^pdr,atibri-.u^\^; 

•'; I Myi 'cornm : 

STATE OF NEW MEXICO 

COUNTY OF CHAVES 

-'^•^,r^®V^^®S° i n 9 instrument was acknowledged before..me this 
J ? & f f i ; * a # $ i ? $ a B . by Tern E - flfeJ^cE fflnffe'ff Vice p S i l d e n 

s ^of-'Pioneer.Sa'yings & Trust, F . A . , a federally chartered association, 
•w N - o n i ^r 1? 1" 1,^' ° . f ^ f f c i d association. 

c/> : My Commission' i^xpires: „ 



LOCO K' 
STATE OF NEW MJ f̂eCO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION COMMISSION 

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

CASE NO. 7720 
Order No. R-6811-B 

APPLICATION OF LOCO HILLS WATER 
DISPOSAL COMPANY FOR AN AMENDMENT 
TO DIVISION ORDER No. R-6811-A, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 a.m. on November 29, 
1982, at Santa Fe, New Mexico, before the O i l Conservation 
Commission of New Mexico, hereinafter referred to as the 
"Commission". 

NOW, on t h i s 30th day of December, 1982, the Commission, 
a quorum being present, having considered the testimony 
presented and the exhibits received at said hearing, and being 
f u l l y advised i n the premises, 

FINDS: 

(1) That due public notice having been given as required 
by law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That the applicant, Loco H i l l s Water Disposal Company, 
seeks an order amending Division Order No. R-6811-A to remove 
the present maximum disposal l i m i t of 2,500 barrels per acre per 
month imposed upon the s a l t water disposal f a c i l i t y authorized, 
therein, i n Section 16, Township 17 South, Range 30 East, NMPM, 
Eddy County, New Mexico. 

(3) That said Order No. R-6811-A was issued by the 
Commission following the hearing of Case No. 7329 De Novo on 
July 14, 1982. 

(4) That i n said Order No. R-6811-A, the Commission made, 
among others, the following findings: 

"(6) That Order (3) of Division Order No. R-3221, 
as amended, p r o h i b i t s i n that area encompassed by Lea, 
Eddy, Chaves, and Roosevelt Counties, New Mexico, the 
disposal, subject to minor exceptions, of water produced 
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Order No. R-6811-B 

i n conjunction, with the production of o i l or gas, or 
both, on the surface of the ground, or i n any p i t , pond, 
lake, depression, draw, streambed, or arroyo, or i n any 
watercourse, or i n any other place or i n any manner which 
would constitute a hazard to any fresh water supplies and 
said disposal has not previously been prohibited. 

(7) That the aforesaid Order No. R-3221 was issued 
i n order to af f o r d reasonable protection against 
contamination of fresh water supplies designated by the 
State Engineer through disposal of water produced i n 
conjunction with the production of o i l or gas, or both, 
i n unlined surface p i t s . 

(8) That the State Engineer has designated, 
pursuant to Section 65-3-11 (15), N.M.S.A., 1953 
Compilation, a l l underground water i n the State of New 
Mexico containing 10,000 parts per m i l l i o n or less of 
dissolved solids as fresh water supplies t o be afforded 
reasonable protection against contamination; except that 
said designation does not include any water f o r which 
there i s no present or reasonably foreseeable b e n e f i c i a l 
use that would be impaired by contamination. 

(9) That the applicant seeks an exception to the 
provisions of the aforesaid Order (3) of Division Order 
No. R-3221, as amended, to permit the commercial disposal 
of produced s a l t water i n t o the aforesaid p i t s at the 
s i t e described above. 

(10) That the applicant proposes to i n s t a l l and 
operate an e f f e c t i v e system, composed of holding and 
separating tanks, and a skimming p i t , f o r the removal of 
o i l y and s o l i d wastes from the waters to be disposed of 
i n t o said system. 

(11) That there i s no fresh water i n the immediate 
v i c i n i t y of said disposal system, but there are wells 
producing fresh water some nine miles south of the 
proposed disposal p i t s . 

(12) That the native s o i l s underlying said p i t s 
w i l l permit the v e r t i c a l percolation of some of the 
waters disposed of i n said system. 

(13) That the v e r t i c a l percolation of waters from 
said system should not endanger any fresh waters. 

(14) That to ensure that waters percolating from 
said p i t s move only v e r t i c a l l y , monitor wells should be 
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dri l l e d in a pattern as shown on Exhibit "A" designed to 
detect horizontal movement of water from said disposal 
area. 

(15) That in the event salt water i s detected in 
any monitor well, Case No. 7329 should be reopened within 
90 days to permit applicant to appear and show cause why 
the authority to use said pits for water disposal should 
not be rescinded. 

(16) That the maximum volume of produced water to 
be disposed of through said system should not exceed 2500 
barrels per acre per month. 

(17) That a freeboard of a minimum of three feet 
should be maintained at a l l times." 

(5) That said Order No. R-681l-A did contain provisions 
limiting the maximum disposal volume to 2500 barrels per acre 
per month, requiring maintenance of a minimum three foot 
freeboard in a l l pits and the d r i l l i n g and equiping of monitor 
wells. 

(6) That the applicant now seeks the amendment of said 
Order No. R-6811-A to remove only the 2500 barrels per acre per 
month disposal volume limitation. 

(7) That the application was opposed by a surface and 
ground water interest owner in the area which might be affected 
by the disposal operation. 

(8) That the applicant presented evidence designed to 
demonstrate that the change in disposal volume would not 
significantly alter the hydrologic regime established by 
institution of the disposal operation nor threaten contamination 
of any fresh water supplies. 

(9) That the protestant presented new evidence which 
tended to show that there were both southeast and southwest 
trending slopes on the interface between the Santa Rosa 
formation and the Rustler formation under the disposal pits. 

(10) That the protestant further presented testimony 
tending to show that an impermeable clay barrier exists at the 
base of the Santa Rosa formation which would effectively stop 
the ver t i c a l i n f i l t r a t i o n of the disposed waters into the 
Rustler formation. 
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(11) That i f the disposed water which percolates through 
the Santa Rosa formation from said p i t s cannot move i n t o the 
Rustler formation, i t may move l a t e r a l l y through the Santa Rosa 
formation where i t may endanger fresh water supplies. 

(12) That i n order t o v e r i f y that any water percolating 
from said p i t s u l t i m a t e l y enters the Rustler formation and does 
not move l a t e r a l l y w i t h i n the Santa Rosa formation, the w e l l 
monitoring system provided f o r i n said Order No. R-6811-A should 
be expanded. 

(13) That the additional monitor wells should be d r i l l e d to 
the Rustler formation and should be located at points 
approximately 250 feet north of the present monitor w e l l No. 9 
located to the east of the disposal f a c i l i t y , approximately 150 
feet from monitor w e l l No. 2 along a l i n e connecting monitor 
w e l l 2 and monitor w e l l 3, and at a t h i r d location approximately 
midway between the present monitor holes No. 4 and 5 a l l as 
depicted on Exhibit "A" to said Order No. R-6811-A. 

(14) That provided that these a d d i t i o n a l monitor wells are 
d r i l l e d and u t i l i z e d i n the same manner as the o r i g i n a l monitor 
wel l s , no increased threat to fresh water supplies should r e s u l t 
from l i f t i n g the 2500 barrels-per-acre disposal l i m i t a t i o n 
contained i n Order No. R-681l-A. 

(15) That the application should be approved and the 
addit i o n a l monitor wells should be required. 

(16) That the granting of t h i s a pplication r e s t r i c t e d i n 
the manner set f o r t h above w i l l not cause waste, or impair 
c o r r e l a t i v e r i g h t s , or endanger designated fresh water supplies. 

IT IS THEREFORE ORDERED: 

(1) That the application of Loco H i l l s Water Disposal 
Company for an amendment of Division Order No. R-6811-A to 
remove the 2500 ba r r e l per acre per month disposal l i m i t a t i o n 
included i n Order No. (1), thereof, i s hereby approved. 

PROVIDED HOWEVER, that t h i s order s h a l l not become 
e f f e c t i v e u n t i l the applicant has d r i l l e d and completed three 
ad d i t i o n a l monitor wells located approximately (1) 250 feet to 
the North of present monitor hole No. 9, (2) 150 feet from 
present monitor w e l l No. 2 along a l i n e connecting monitor w e l l 
No. 2 and 3 and (3) midway between the present monitor holes 
Nos. 4 and 5. 

PROVIDED FURTHER, that each of said monitor wells s h a l l be 
d r i l l e d to the top of the Rustler formation and that such wells 
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sh a l l be cased and operated i n the same manner as those monitor 
wells required by Order No. R-6811-A. 

(2) That j u r i s d i c t i o n of t h i s cause i s retained for the 
entry of such further orders as the Division may deem necessary. 

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

OIL CONSERVATION COMMISSION 

ALEX J. ARMIJO, Member 

ED KELLEY, Member 

^ ... r -> , -<._-> -

JOE D. RAMEY, Member & Secretary 



9 STATE OF NEW MEXICO ^| 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

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

CASE NO. 7329 DE NOVO 
Order No. R-6811-A 

APPLICATION OF LOCO HILLS WATER 
DISPOSAL COMPANY FOR AN EXCEPTION 
TO ORDER NO. R-3221, AS AMENDED, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE COMMISSION 

BY THE COMMISSION: 

This cause came on for hearing at 9 a.m. on July 14, 1982, 
at Santa Fe, New Mexico, before the Oil Conservation Commission 
of New Mexico, hereinafter referred to as the "Commission." 

NOW, on t h i s 29th day of July, 1982, the Commission, a 
quorum being present, having considered the testimony presented 
and the exhibits received at said hearing, and being f u l l y 
advised i n the premises, 

FINDS: 

(1) That due public notice having been given as required 
by law, the Commission has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That the applicant, Loco H i l l s Water Disposal Company, 
seeks an order permitting the i n s t a l l a t i o n of a commercial s a l t 
water disposal f a c i l i t y whereby s a l t water would be disposed of 
into 15 acres of unlined surface p i t s to be located i n the SW/4 
of Section 16, Township 17 South, Range 30 East, NMPM, Eddy 
County, New Mexico. 

(3) That the matter came on for hearing at 9 a.m. on 
September 23, 1981, at Santa Fe, New Mexico, before Examiner 
Richard L. Stamets and, pursuant to t h i s hearing, Order No. 
R-6811 was issued on October 30, 1981, which denied Loco H i l l s 
Water Disposal Company's application. 

(4) That on November 25, 1981, application for Hearing 
De Novo was made by Loco H i l l s Water Disposal Company and the 
matter was set for hearing before the Commission. 
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(5) That the matter came on for hearing d£ novo on July 
14, 1982. 

(6) That Order (3) of Division Order No. R-3221, as 
amended, p r o h i b i t s i n that area encompassed by Lea, Eddy, 
Chaves, and Roosevelt Counties, New Mexico, the disposal, 
subject to minor exceptions, of water produced i n conjunction 
with the production of o i l or gas, or both, on the surface of 
the ground, or i n any p i t , pond, lake, depression, draw, 
streambed, or arroyo, or i n any watercourse, or i n any other 
place or i n any manner which would constitute a hazard to any 
fresh water supplies and said disposal has not previously been 
prohibited. 

(7) That the aforesaid Order No. R-3221 was issued i n 
order to afford reasonable protection against contamination of 
fresh water supplies designated by the State Engineer through 
disposal of water produced i n conjunction with the production 
of o i l or gas, or both, i n unlined surface p i t s . 

(8) That the State Engineer has designated, pursuant to 
Section 65-3-11 (15), N.M.S.A., 1953 Compilation, a l l under­
ground water i n the State of New Mexico containing 10,000 parts 
per m i l l i o n or less of dissolved solids as fresh water supplies 
to be afforded reasonable protection against contamination; 
except that said designation does not include any water for 
which there i s no present or reasonably foreseeable b e n e f i c i a l 
use that would be impaired by contamination. 

(9) That the applicant seeks an exception to the pro­
visions of the aforesaid Order (3) of Division Order No. R-3221 
as amended, to permit the commercial disposal of produced s a l t 
water i n t o the aforesaid p i t s at the s i t e described above. 

(10) That the applicant proposes to i n s t a l l and operate 
an e f f e c t i v e system, composed of holding and separating tanks, 
and a skimming p i t , for the removal of o i l y and s o l i d wastes 
from the waters to be disposed of i n t o said system. 

(11) That there i s no fresh water i n the immediate v i c i n i t 
of said disposal system, but there are wells producing fresh 
water some nine miles south of the proposed disposal p i t s . 

(12) That the native s o i l s underlying said p i t s w i l l per­
mit the v e r t i c a l percolation of some of the waters disposed of 
i n said system. 
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(13) That the v e r t i c a l p e r c o l a t i o n of waters from said 
system should not endanger any fresh waters. 

(14) That to ensure t h a t waters p e r c o l a t i n g from said 
p i t s move only v e r t i c a l l y , monitor w e l l s should be d r i l l e d 
i n a p a t t e r n as shown on E x h i b i t "A" designed to detect h o r i ­
z o n t a l movement of water from said disposal area. 

(15) That i n the event s a l t water i s detected i n any 
monitor w e l l , Case No. 7329 should be reopened w i t h i n 90 days 
to permit a p p l i c a n t to appear and show cause why the a u t h o r i t y 
to use said p i t s f o r water disposal should not be rescinded. 

(16) That the maximum volume of produced water to be 
disposed of through said system should not exceed 2500 b a r r e l s 
per acre per month. 

(17) That a freeboard o f a minimum of three f e e t should 
be maintained at a l l times. 

(18) That the g r a n t i n g of the a p p l i c a t i o n w i l l not cause 
waste or impair c o r r e l a t i v e r i g h t s . 

IT IS THEREFORE ORDERED: 

(1) That the a p p l i c a n t , Loco H i l l s Water Disposal Company, 
i s hereby authorized to i n s t a l l and operate a 15-acre commercial 
s a l t water disposal f a c i l i t y to be located i-n the SW/4 of Sec­
t i o n 16, Township 17 South, Range 30 East, NMPM, Eddy County, 
New Mexico, said system to be l i m i t e d to the maximum disposal 
of 2500 b a r r e l s per acre per month. 

(2) That the operator s h a l l i n s t a l l tanks and a skimming 
p i t , s u f f i c i e n t to ensure t h a t o i l or other d e l e t e r i o u s sub­
stances w i l l not enter the disposal p i t s i n harmful q u a n t i t i e s . 

(3) That a freeboard of a minimum of three fe e t w i l l be 
maintained on a l l p i t s at a l l times. 

(4) That monitor w e l l s , as shown on E x h i b i t "A" attached 
to and made a p a r t of t h i s order, s h a l l be d r i l l e d and equipped 
w i t h p e r f o r a t e d or s l o t t e d tubing/casing from a depth of four 
feet to t o t a l depth. 

(5) That said monitor w e l l s w i l l be test e d monthly to 
check f o r m i g r a t i o n of the disposed s a l t water t h e r e t o and the 
r e s u l t s of these t e s t s w i l l be promptly d e l i v e r e d to the 
Ar t e s i a D i s t r i c t O f f i c e of the O i l Conservation D i v i s i o n . 
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(6) That i f disposed s a l t water i s detected i n any monitor 
well, Case 7329 w i l l be reopened, within 90 days, to permit the 
applicant to appear and show cause why the disposal authority 
granted by t h i s order should not be rescinded. 

(7) That j u r i s d i c t i o n of t h i s cause i s retained for the 
entry of such further orders as the Commission may deem necessary 

DONE at Santa Fe, N ew Mexico, on the day and year herein­
above designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION COMMISSION 

S E A L 

er & Secretary 

f d / 
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STATE OF NEW MEXIffe 
ENEFGY AMD MINERALS DEPTOTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING • 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSF OF 
CONSIDERING: 

CASE NC. 7329 
Order No. R-6811 

APPLICATION OF LOCO HILLS WATEP 
DISPOSAL COMPANY FOR AN EXCEPTION 
TO ORDER NC. R-3221, AS AMENDED, 
EDDY COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause, .came on for hearing at 9 a.m.. on September 23 
1981, at Santa Fe, New Mexico, before Examiner Pichard L. 
Stamets. 

NOW, on t h i s 30th day of October, 1981, the Division 
Director, having considered the testimony, the record, and the 
recommendations cf the Examiner, and being f u l l y advised i n the 
premises, 

(1) That due public notice having been given as required 
by law, the Division has j u r i s d i c t i o n of t h i s cause and the 
subject matter thereof. 

(2) That Order (3) of Division Order No. R-3221, as 
amended, pro h i b i t s i n that area encompassed by Lea, Eddy, 
Chaves, and Roosevelt Counties, New Mexico, the disposal, 
subject to minor exceptions, cf water produced i n conjunction 
with the production of o i l cr gas, or both, on the surface of 
the ground, or i n any p i t , pond, lake, depression,, draw, 
streambed, or arroyo, or i n any watercourse,- or ' i n any-ether-
place or i n any manner which would constitute a hazard to any 
fresh water supplies and said disposal has not previously, been 
prohibited. 

(3) That" the aforesaid Order No. R-3221 was issued i n 
order to. afford reasonable protection against contamination of 
fresh water-supplies designated by the State Engineer through 
disposal of water produced i n conjunction v/ith the production of 
o i l or gas, o i both, i n unlined surface p i t s . 

FINDS: 
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(4) That the State Engineer has designated, pursuant to 
Section 70-2-23 (15), NMSA, 1978 Compilation, a l l underground 
water i n the State of New Mexico containing 10,000 parts per 
m i l l i o n or less cf dissolved solids as fresh water supplies to 
be afforded reasonable protection against contamination; except 
that said designation does not include any .water for which 
there i s no present or reasonably foreseeable b e n e f i c i a l use 
that would be impaired by contamination. 

(5) That the applicant, Loco H i l l s Water Disposal 
Company, seeks as an exception to the provisions of the 
aforesaid Order (3) to permit the ccmmercial disposal cf s a l t 
water i n t o an unlined surface p i t or p i t s containing frcm 5 to 
15 surface acres t c be located i n the N/2 SW/4 SW/4 of Section 
16, Township 17 South, Pange 30. East, Eddy County, New Mexico. 

(6) That disposal rates would be from 2000 to 2500 
barrels per month per acre or from 1000 to 1250 barrels per day 
at the maximum p i t .size. 

(7) That neither the p i t ( s ) nor the immediate underlying 
sediments are impervious and a percentage of. the.disposed water 
would leak i n t o the subsurface to enter the Santa Rosa and 
Rustler Anhydrite formations. 

(8) That while the Santa Rosa formation contains no fresh 
water i n the immediate v i c i n i t y of the proposed p i t ( s ) , i t dees 
contain fresh water at various locations both up-dip and down-
dip therefrom. 

(9) That clay zones w i t h i n the Santa Rosa could 
contribute to the horizontal migration cf waters percolating 
from said p i t s which waters could reach and contaminate down-
dip fresh water supplies i n said formation. 

(10) That i f the s a l t water from said p i t s should 
percolate' v e r t i c a l l y - through the Santa Rosa formation, i t would 
enter the Rustler formation" and move therethrough i n a 
generally Southward d i r e c t i o n to the Pecos River. 

(11) That i n s u f f i c i e n t data was presented r e l a t i v e tc the 
long term e f f e c t of the disposal of s a l t water i n the proposed 
p i t ( s ) and i t s p o t e n t i a l a f f e c t cn surface and subsurface 
waters i n the following areas: 

(a) percolation rates; 

(b) f l u i d retention by the Santa Rosa formation 
(volume and area); 
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(c) Rustler formation water q u a l i t y outside the 
immediate area; and, 

(d) the ground water regime vis-a-vis the Rustler 
formation and the Pecos River. 

(12) That because of the p o t e n t i a l for contamination of 
fresh water supplies i n the Santa Rosa formation and because 
of i n s u f f i c i e n t data upon which to make reasonable 
determinations r e l a t i v e to the need for protection of or the 
long term effects upon waters i n the Fustier formation or 
Pecos River, the subject application should be denied. 

IT IS THEREFORE ORDERED: 

(1) That the application of Lccc H i l l s Water Disposal 
Company for approval of commercial surface s a l t water 
disposal f a c i l i t y , as an exception to Order (3) of Division 
Order No. R-3221, i s hereby denied. 

(2) That j u r i s d i c t i o n cf t h i s cause i s retained for 
the entry of such further orders as the Division may deem 
necessary. 

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

STATE OF NEW MEXICO 

S E A L 



NEW MEXICO OIL CONSERVATION DIVISION 
OF THE ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

$25,000.00 CASH BOND FOR TREATING PLANT 
AND COMMERCIAL DISPOSAL FACILITIES 

F i l e with O i l Conservation Division, P. O. Box 2088, Santa Fe, 
New Mexico 87504 

KNOW ALL MEN BY THESE PRESENTS: 

That LOCO HILLS WATER DISPOSAL COMPANY, a corporation organized 
i n the State of New Mexico, with i t s p r i n c i p a l o f f i c e i n the City of 
Loco H i l l s , State of New Mexico, and authorized to do business i n the 
State of New Mexico, i s held f i r m l y bound unto the State of New 
Mexico, f o r the use and benefit of the O i l Conservation Division of 
the Energy, Minerals and Natural Resources Department i n the sum of 
Twenty Five Thousand ($25,000.00) Dollars lawful money of the United 
States. 

The conditions of t h i s o b l i g a t i o n are such tha t : 

The above p r i n c i p a l has heretofore or may hereafter enter i n t o 
the process of t r e a t i n g and reclaiming sediment o i l and the 
c o l l e c t i o n , disposal or storage of produced water and/or other o i l 
f i e l d related wastes i n Section 16, Township 17 South, Range 30 East, 
N.M.P.M., Eddy County, New Mexico. 

NOW, THEREFORE, t h i s $25,000.00 performance bond i s conditioned 
upon substantial compliance with a l l applicable statutes of the State 
of New Mexico and a l l rules, regulations, and orders of the O i l 
Conservation Division of the Energy, Minerals and Natural Resources 
Department, and upon clean-up of the f a c i l i t y s i t e s to standards of 
the o i l Conservation Division; otherwise, the p r i n c i p a l amount of the 
bond to be f o r f e i t e d to the State of New Mexico. 

The applicant has deposited on behalf of the Division $25,000.00 
(Twenty f i v e thousand d o l l a r s ) i n the manner indicated on the 
attachment to t h i s bond, being the p r i n c i p a l sum intended to be 
secured. Applicant pledges the sum as a guarantee that i f i t s 
executors, assigns, heirs and administrators w i l l abide by the laws 
of the State of New Mexico and the Rules and Regulations of the O i l 
Conservation Division i n operating the t r e a t i n g plant and the 
commercial surface waste disposal f a c i l i t i e s described herein, and 
that i t w i l l properly reclaim the f a c i l i t y s i t e s upon cessation of 
operations. I f the applicant does not properly reclaim and restore 
the f a c i l i t y s i t e s , and otherwise abide by the Rules and Orders of 
the O i l Conservation Di v i s i o n , t h i s bond s h a l l be f o r e f e i t e d i n f u l l 
and such funds as necessary applied to the cost of reclaiming the 
f a c i l i t y s i t e s . I f the p r i n c i p a l sum of the bond i s less than the 
actual cost incurred by the Division i n reclaiming the plant s i t e s , 
the Division may i n s t i t u t e legal action to recover any amounts 
expended over and above the p r i n c i p a l sum of the bond. 



NOW, THEREFORE, i f the above applicant or i t s successors, 
assigns, h e i r s , or adrninistrators or any of them s h a l l properly 
reclaim and restore the above described t r e a t i n g plant, c o l l e c t i o n , 
disposal or storage s i t e s upon cessation of operations, and otherwise 
abide by the Rules and Orders of the O i l Conservation Division, then 
therefore, t h i s o b l i g a t i o n s h a l l be n u l l and void and the p r i n c i p a l 
sum hereof s h a l l be paid to the applicant, or i t s successors, heirs 
or administrator, otherwise i t s h a l l remain i n f u l l force and 
e f f e c t . 

Signed and sealed t h i s day of July, 1988. 

P. 0. Box 68 
Loco H i l l s , New Mexico 88255-0068 

STATE OF NEW MEXICO 

COUNTY OF EDDY 

The foregoing instrument was acknowledged before me t h i s 
dayC'of July, 1988, by Ray Westall, President of Loco H i l l s Water 
Disposal Company, a New Mexico corporation, on behalf of said 
corporation. 

MyCommission-. Expires: 

LOCO HILLS WATER DISPOSAL COMPANY 

/ 

Notary Public 

f . 

APPROVED BY: 
OIL CONSERVATION DIVISION 

By. 


