STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

CASE NO. 6198
Order No. R-5709-A

IN THE MATTER OF THE HEARING CALLED BY THE OIL
CONSERVATION DIVISION ON ITS OWN MOTION TO CONSIDER
THE ADOPTION OF THE RULES, REGULATIONS, ORDERS,
PERMITS, CONTRACTS, BONDS, FORMS, MANUALS,
MEMORANDA, AND NUMBERING SYSTEMS OF THE NEW
MEXICO OIL CONSERVATION COMMISSION AS THEY

RELATE TO THE CONSERVATION OF OIL, GAS, POTASH,
AND GEOTHERMAL RESOURCES, AS ITS OWN RULES,
REGULATIONS, ORDERS, PERMITS, CONTRACTS, BONDS,
FORMS, MANUALS, MEMORANDA, AND NUMBERING SYSTEMS.
FURTHER, TO CONSIDER SUCH AMENDMENTS AS MAY BE
NECESSARY TO THE AFORESAID RULES, REGULATIONS,
ORDERS, PERMITS, CONTRACTS, BONDS, FORMS, MANUALS,
AND MEMORANDA.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on April 14,
1978, at Santa Fe, New Mexico, before Joe D. Ramey, Director
of the 01l Conservation Division of the New Mexico Energy
and Minerals Department, sitting as Examiner to hear this
matter.

NOW, on this 13th day of October, 1978, the Division
Director, having considered the testimony presented and the
exhibits offered at said hearing, and being fully advised
in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Division has jurisdiction of this cause and the
subject matter thereof.

(2) That the Thirty-Third State Legislature of New
Mexico, at its First Session, enacted Chapter 255, Laws of
1977, approved April 7, 1977, being An Act RELATING TO THE
ESTABLISHMENT OF AN ENERGY AND MINERALS DEPARTMENT; ABOLISHING
CERTAIN AGENCIES; AMENDING, REPEALING AND ENACTING CERTAIN
SECTIONS OF NMSA 1953.

(3) That the effective date of the provisions of said
act was at 5:01 p.m. March 31, 1978.
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(4) That sald act created the New Mexico Energy and
Minerals Department, among the divisions of which is the
0il Conservation Division, charged by the act with administering
the laws and regulations relating to oil, gas, potash, and
geothermal resources except those laws specifically adminis-
tered by another authority.

(5) That said act amended numerous sections of the
statutes relating to the conservation of oil, gas, and
potash and the conservation of geothermal resources, as well
as repealing certain sections of said statutes and enacting
certain other new sections of said statutes, all as recited
in Findings Nos. (5) through (11), inclusive, of Division
Order No. R-5709, entered in this case on April 14, 1978.

(6) That the purpose of all of the aforesaid changes
to the statutes relating to the conservation of oil, gas,
potash, and geothermal resources was to transfer the adminis-
tration of these laws from the New Mexico 0il Conservation
Commission to the 0il Conservation Division of the New Mexico
Energy and Minerals Department.

(7) That by Emergency Order No. E-32 entered at 5:01
p.m. March 31, 1978, and by Division Order No. R-5709,
entered in this case on April 14, 1978, the 0il Conservation
Division adopted as its rules, regulations, orders, permits,
contracts, bonds, forms, manuals, memoranda, and numbering
systems, the rules, regulations, orders, permits, contracts,
bonds, forms, manuals, memoranda, and numbering systems
previously adopted, issued, promulgated, or published by
the 0il Conservation Commission, and also made such amendments
to the rules and regulations as were necessary to accomplish
the change-over from the 0il Conservation Commission to the
01l Conservation Division.

(8) That the aforesaid Division Order No. R-5709 also
provided:

"(13) That the effective date of this order
shall be April 15, 1978, and it shall be the first
of two orders to be entered in this case. The second
order to be subsequently entered shall have attached
thereto a copy of the Division Rules and Regulations
(for oil and gas) and the Division Rules and Regula-
tions, Geothermal Resources, each as amended as
described herein, and also a copy of each of the
Division's forms and reports for reporting oil and
gas and geothermal operations, said reports amended to
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bear the name '0Oil Conservation Division, Energy
and Minerals Department, State of New Mexico.'"

(9) That the adoption of the "State of New Mexico Energy
and Minerals Department 0il Conservation Division Rules and
Regulations," for oil and gas, as contained in Exhibit "A"
attached hereto and made a part hereof, is in the public
interest, will prevent waste of o0il, gas, and potash within
the state and will protect correlative rights, and should
be approved.

(10) That the adoption of the forms described in Section M,
Rules 1101 through 1131, of Exhibit "A" of this order and as
shown by Exhibits "1" through "41", inclusive, attached
hereto and made a part hereof, is in the public interest
and will facilitate the prevention of waste of oil, gas,
and potash resources within the state and the protection
of correlative rights, and should be approved.

(11) That the adoption of the "State of New Mexico
Energy and Minerals Department 0Oil Conservation Division
Rules and Regulations Geothermal Resources," as contained
in Exhibit "B" attached hereto and made a part hereof, is
in the public interest, will prevent waste of geothermal
resources within the state and will protect correlative
rights, and should be approved.

(12) That the adoption of the forms described in
Section D, Rules 200 through 212, inclusive, of Exhibit "B"
of this order and as shown by Exhibits "42" through "58",
inclusive, attached hereto and made a part hereof, is in
the public interest and will facilitate the prevention of
waste of geothermal resources within the state and the protec-
tion of correlative rights, and should be approved.

IT IS THEREFORE ORDERED:

(A) That rules and regulations governing the drilling,
development, and production of oil and gas within the State
of New Mexico are hereby adopted and promulgated, said rules
and regulations being in the form of Exhibit "A" attached
hereto and made a part hereof.

(B) That the following forms, identified as exhibits attached
hereto and made a part hereof, are hereby adopted and
promulgated:
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(1)

(13)

(14)

(15)
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Form O & G B-B, $50,000.00 Blanket Plugging
Bond: Exhibit "1".

Form O & G B-1, One-Well Plugging Bond for
Chaves, Eddy, Lea, McKinley, Rio Arriba,
Roosevelt, Sandoval, and San Juan Counties
only: Exhibit "2".

Form O & G B-1-X, One-Well Plugging Bond
for All Counties Except Chaves, Eddy, Lea,
McKinley, Rio Arriba, Roosevelt, Sandoval,
and San Juan: Exhibit "3".

Form C-101, Application for Permit to Drill,
Deepen, or Plug Back: Exhibit "4".

Form C-102, Well Location and Acreage
Dedication Plat: Exhibit "5",

Form C-103, Sundry Notices and Reports on
Wells: Exhibit "6".

Form C-104, Request for Allowable and Authorization
to Transport 0Oil and Natural Gas: Exhibit "7".

Form C-105, Well Completion or Recompletion
Report and Log: Exhibit "8".

Form C-106, Notice of Intention to Utilize
Automatic Custody Transfer Equipment: Exhibit "9".

Form C-107, Application for Multiple Completion:
Exhibit "10".

Form C-108, Application to Dispose of Salt Water
by Injection into a Porous Formation: Exhibit "11".

Form C-109, Application for Discovery Allowable
and Creation of a New Pool: Exhibit "12".

Form C-111, Gas Purchaser's Monthly Report
(Sheet 1 and Sheet 2): Exhibits "13" and "13-A".

Form C-112, Transporter's and Storer's Monthly
Report: Exhibit "14".

Form C-113, Refiner's Monthly Report: Exhibit "15".
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(16) Form C-115, Operator's Monthly Report: Exhibit "1l6".

(17) Form C-115-EDP, Operator's Monthly Report
(Electronic Data Processing: Exhibit "17".

(18) Form C-116, Gas-0il Ratio Tests: Exhibit "18".

(19) Form C-117-A, Sediment 0il Destruction Permit:
Exhibit "19".

(20) Form C-117-B, Sediment 0il Recovery Permit:
Exhibit "20".

(21) Form C-118, Treating Plant Operator's Monthly
Report (Sheet 1 and Sheet 1-A): Exhibits "21"
and "21-A".

(22) Form C-119, Carbon Black Plant Monthly Report:
Exhibit "22".

(23) Form C-120-A, Monthly Water Disposal Report:
Exhibit "23".

(24) Form C-121, Crude 0il Purchaser's Nomination:
Exhibit "24".

(25) Form C-121-A, Purchaser's Gas Nominations:
Exhibit "25".

(26) Form C-122, Multipoint and One Point Back Pressure
Test for Gas Well: Exhibit "26".

(27) Form C-122-A, Initial Well Deliverability Test
Report (Blue) and Well Deliverability Test Report
for 19 (White) : Exhibits "27" and "27-A".

(28) Form C-122-B, Initial Potential Test Data Sheet:
Exhibit "28".

(29) Form C-122-C, Deliverability Test Report:
Exhibit "29".

(30) Form C-122-D, Worksheet for Calculation of Static
Column Wellhead Pressure (PW): Exhibit "30".

(31) TForm C-122-E, Worksheet for Stepwise Calculation
of (Subsurface) (Surface) Pressure: Exhibit "31".
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(32) Form C-122-F, Worksheet for Calculation of
Wellhead Pressures (PC or PW) from Known
Bottomhole Pressure (Pf or PS): Exhibit "32".

(33) Form C-122-G, Worksheet for Calculation of
Static Column Pressure at Gas-Liguid Interface:
Exhibit "33".

(34) Form C-123, Request for the Extension of an
Existing Pool or the Creation of a New Pool:
Exhibit "34".

(35) Form C-124, Reservoir Pressure Report:
Exhibit "35".

(36) Form C-125, Gas Well Shut-in Pressure Report:
Exhibit "36".

(37) Form C-126, Permit to Transport Recovered Load
0il: Exhibit "37".

(38) PForm C-127, Request for Allowable Changes:
Exhibit "38".

(39) Form C-129, Application for Exception to No-Flare
Rule 306: Exhibit "39".

(40) Form C-130, Notice of Gas Well Disconnection:
Exhibit "40".

(41) Form C-131, Monthly Gas Storage Report:
Exhibit "41".

(C) That rules and regulations governing the drilling,
development, and production of geothermal resources within
the State of New Mexico are hereby adopted and promulgated,
sald rules and regulations being in the Form of Exhibit "B"
attached hereto and made a part hereof.

(D) That the following forms, identified as exhibits
attached hereto and made a part hereof, are hereby adopted
and promulgated:

(1) FPorm GB-XD-1, $5000.00 One-well Geothermal
Exploratory, Development, Injection, or
Disposal Well Bond: Exhibit "42",
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(3)

(5)

(13)

(14)
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Form GB-XD-5, $10,000.00 Multiple-Well Geothermal
Exploratory, Development, Injection, or Disposal
Well Bond: Exhibit "43".

Form GB-LT-1, $2000.00 One-Well Low-temperature
Well or Geothermal Observation Well Bond:
Exhibit "44".

Form GB-LT-10, $10,000.00 Multiple-Well Low-
temperature well or Geothermal Observation Well
Bond: Exhibit "45".

Form G-101, Application for Permit to Drill,
Deepen, or Plug Back-Geothermal Resources Well:
Exhibit "46".

Form G-102, Geothermal Resources Well Location
and Acreage Dedication Plat: Exhibit "47%.

Form G-103, Sundry Notices and Reports on
Geothermal Resources Wells: Exhibit "48".

Form G-104, Certificate of Compliance and
Authorization to Produce Geothermal Resources:
Exhibit "49".

Form G-105, Geothermal Resources Well Log:
Exhibit "50".

Form G-106, Geothermal Resources Well Summary
Report: Exhibit "51".

Form G-107, Geothermal Resources Well History:
Exhibit "52".

Form G-108, Monthly Geothermal Production Report:
Exhibit "53".

Form G-109, Monthly Geothermal Purchaser's Report:
Exhibit "54".

Form G-110, Monthly Geothermal Injection Report:
Exhibit "55".

Form G-111, Annual Geothermal Temperature and
Pressure Tests: Exhibit "56".



_8_
Case No. 6198
Order No. R-5709-A

(16) Form G-112, Application to Place Well on Injection--
Geothermal Resources Area: Exhibit "57".

(17) Unnumbered form, Designation of Agent:
Exhibit "58".

(E) That the continued use of the old forms which the above-
described new forms replace will be permitted by the Division
until operators' present supply of the old forms is exhausted,
or until further order of the Division, whichever comes first.

(F) That jurisdiction of this cause is 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 herein-
above designated.

TATE OF NEW MEXICO
OIL CONSERVA IQN’DTV§SION

S EAL

dr/
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OIL CONSERVATION DIVISION

RULES AND REGULATIONS
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Order No. R-=5709-A
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT

OIL CONWSERVATION DIVISION

RULES AND REGULATIONS

Dated 10-1-78"

This book contains the Division Rules and Regulations

of statewide application revised through October 1, 1978.
From time to time the book will be updated through the
distribution of change sheets incorporating new or revised
rules or statutes.

Special rules governing individual oil and gas pools are
not included in this publication but should be consulted
where applicable. Order No. R-1670, as amended, should

be consulted for general and special rules governing
prorated gas pools in Southeast and Northwest New Mexico.
Order No. R-111-A, as amended, should be consulted for
special rules governing the 0Oil-Potash Area of Southeast
New Mexico. Order No. R-3221, as amended, should be
consulted for special rules governing salt water disposal.
Order No. R-5353, as amended, should be consulted for
special rules governing associated pools. Order No. R-5436
should be consulted for special rules governing exemption
of new wells from the provisions of the Natural Gas Pricing
Act.

\£~/ /i? 4£'W»

A il ’/Q Pl e
JOE D. RAMEY )7
Director y/a
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DEFINITIONS

ADJUSTED ALLOWABLE shall mean the allowable production a well or proration unit receives after all adjustments
are made,

ALLOCATLD POOL is one in which the total oil or natural gas production is restricted and allocated to various
wells therein in accordance with proration schedules.

ALLOWABLE PRODUCTION shall mean that number of barrels of oil or standard cubic feet of natural gas authorized
by the Division to be produced from an allocated pool.

BACK ALLOWABLE shall mean the authorization for production of any shortage or underproduction resulting from
pipeline prorationing.

BARREL shall mean 42 United States Gallons measured at 60 degrees Fahrenheit and atmospheric pressure at the
sea level,

BARREL OF OIL shall mean 42 United States Gallons of oil, after deductions for the full amcunt of basic sediment,
water, and other inpurities present, ascertained by centrifu.al or other recognized and customary test.

BOTTOM HOLE OR SUBSURFACE PRESSURE shall mean the gauge pressure in pounds per square inch under conditions
existing at or near the producing horizon.

BRADENHFEAD GAS WELL shall mean any well producing gas through wellhead connections freom a gas reservoir which
has been successfully cased off from an underlying oil or gas reservoir.

CARBOY DIOXIDE GAS shall mean noncombustible gas composed chiefly of carbon dioxide occurring naturally in
underground rocks,

CASINGHEAD GAS shall mean any gas or vapor or both gas and vapor indigenous to and produced from a pool classi-
fied as an oil pool by the Division. This also includes gas-cap gas produced from such an oil pool.

COMMISSION shall mean the 0il Conservation Commission.

COMMON PURCHASER FOR NATURAL GAS shall mean any percon now or hereafter engaged in purchasing from one or more |
producers gas produced from gas wells within each common source of supply frow which it purchases.

COMMON PURCHASER FOR OIL shall mean every person now engaged or hereafter engaging in the business of purchasing
0il to be transported thLrough pipelines.

COMMON SOURCE OF SUPPLY See Pool.

CONDENSATE shall mean the liquid recovered at the surface that results from condensation due to reduced pressure
or temperature of petroleum hydrocarbons existing in a gaseous phase in the reservoir.

CONTIGUQUS shall mean acreage joined by more than one common point, that is, the common boundary must be at
least one side of a governmental quarter-quarter section.

CONVENTIONWAL COMPLETION shall mean a well completion in which the production string of casing has an outside
diameter in excess of 2.875 inches.

CORRELATIVE RIGHTS shall mean the opportunity afforded, as far as it is practicable to do so, to the owner
of each property in a pool to produce without waste his just and equitable share of the oil or gas, or both,
in the pool, being an amount, so far as can be practically determined, and so far as can be practicably
obtained without waste, substantially in the proportion that the quantity of recoverable oil or gas, or both,
under such property bears to the total recoverable oil or gas, or both, in the pool, and for such purpose

to use his just and equitable share of the reservoir energy.

CUBIC FOOT OF GAS OR STANDARD CUBIC FOOT OF GAS, for the purpose of these rules, shall mean that volume of
gas contalned in one cubic foot or space and computed at a base pressure of 10 ounces per square inch above
the average barometric pressure of l4.4 pounds per square inch (15.025 psia), at a standard base temperature
of 60 degrees Fahrenheit,

DEEP POOL shall mean a common source of supply which is situated 5000 feet or more below the surface.
DEPTH BRACKET ALLOWABLE shall mean the basic oil allowable assigned to a pool and based on its depth, unit
size, or special pool rules, which, when multiplied by the market demand percentage factor in effect, will

determine the top unit allowable for the pool.

DIVISION shall mean the 01l Conservation Division of the New Mexico Energy and Minerals Department.



FIELD means the general area which is underlaid or appears to be underlaid by at least one pool; and field
also includes the underpround reservolr or reservoirs containing such crude petroleum oil or natural gas,
or both., The words field and pool mean the same thing when only one underground reservoir is involved;
however, fileld unlike pool may relate to two or more pools.

GAS LIFT shall mean any nethod of 1ifting liquid to the surface by injecting gas into a well from which oil
production 1is obtained.

CAS-0IL RATIO shall mean the ratio of the casinghead gas produced in standard cubic feet to the number of
barrels of oil concurrently produced during any stated period.

GAS-0OIL RATIO ADJUSTMENT shall mean the reduction in allowable of a high gas-oil ratio unit to conform with
the production permitted by the limiting gas-o0il ratio for that particular pool during a particular proration
period.

GAS TRANSPORTATION FACILITY shall mean a pipeline in operation serving gas wells for the transportation of
natural gas, or some other device or equipment in like operation whereby natural gas produced from gas
wells connected therewith can be transported or used for consumption.

GAS WELL shall mean a well producing gas or natural gas from a gas pool, or a well with a gas—~oil ratio
in excess of 100,000 cubic feet of gas per barrel of oil producing from an oil pool.

HIGH GAS-O0IL RATIO PRORATION UNIT shall mean a unit with at least one producing oil well with a gas-oil ratio
in excess of the limiting gas-o0il ratio for the pool in which the unit is located.

1LLEGAL GAS shall mean natural gas produced from a gas well in excess of the allowable determined by the
Division,

ILLEGAL OIL shall mean crude petroleum oil produced in excess of the allowable as fixed by the Division.
ILLEGAL PRODUCT shall mean any product of illegal gas or illegal oil.

INJECTION OR INPUT WELL shall mean any well used for the injection of air, gas, water, or other fluids into
any under,round stratum.

LIMITING GAS-OIL RATIO shall mean the gas—o0il ratio assigned by the Division to a particular oil pool to limit
the volumes of casinghead gas which may be produced from the various oil producing units w.thin that
particular pool,

LOAD OIL is any 0il or liquid hydrocarbon which has been used in remedial operation in any oil or gas well.

LOG OR WELL LOG shall mean a systematic detailed and correct record of formaticons encountered in the drilling
of a well,

MARGINAL UNIT shall mean a proration unit which is incapable of producing top unit allowable for the pool
in which it is located,

MARKET DEMARD PERCENTAGE FACTOR shall mean that percentage factor of 100 percent or less as determined by the
Division at an oil allowable hearing, which, when multiplied by the depth bracket allowable applicable to
each pool, will determine the top unit allowable for that pool.

MINIMUM ALLOWABLE shall mean the minimum amount of production from an oil or gas well which may be advisable
from time to time to the end that production will repay reasonable lifting cost and thus prevent premature
abandonment and resulting waste,

MULTIPLE COMPLETION (COMBINATION) shall mean a multiple completion in which two or more common sources of
supply are produced through & combination of two or more conventional diameter casing strings cemented in
a common well-bore, or & combination of small diameter and conventional diameter casing strings of which
might ar might not be a Multiple Completion (Conventionall).

MULTIPLE COMPLETION (CONVENTZONAL) shall mean a completion in which two or more common sources of supply are
produced through one or more strings of tubing installed within a single casing string, with the production
from each common source of supply completely segregated by means of packers.

MULTIPLE COMPLETION (TUBINGLESS) shall mean a completion in which two or more common sources of supply are
produced through an equal number of casing strings cemented in a common well-bore, each such string of casing
having an outside diameter of 2.875 inches or less, with the production from each commen source of supply
completely segregated by use of cement.

NATURAL GAS OR GAS shall meaa any combustible vapor composed chiefly of hydrocarbons occurring naturally in
a pool classified by the Division as a gas pool.

NON-MARCINAL UNIT shall mean a proration unit which is capable of producing top unit allowable for the pool
in which it is located, and to which has been assigned a top unlt allowable.
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OFFICIAL GAS-OIL RATIO TEST shall mean the periodic gas-oill ratio test made by order of the Division by such
method and means and in such manner as prescribed by the Division,

OIL, CRUDE OIL, OR CRUDE PETROLEUM OIL shall mean any petroleum hydrocarbon produced from a well in the liquid
phase and which existed in a liquid phase in the reservoir.

OIL WELL shall mean any well capable of producing o0il and which is not a gas well as defined herein,

OPERATOR shall mean any person or persons who, duly authorized, is in charge of the development of a lease or
the operation of a producing property,

OVERAGE OR OVERPRODUCTION shall mean the amount of oil or the amount of natural gas produced duxing a proration
period in excess of the amount authorized on the proration schedule,

OWNER means the person who has the right to drill into and to produce from any pool, and to appropriate the
production either for himseli or for himself and another,

PENALIZED UNIT shall mean a proration unit to which, because of an excessive gas-oil ratio, an allowable has
been assigned which is less than top unit allowable for the pool in which it is located and also less than
the ability of the well(s) on the unit to produce.

PERSON means any natural person, corporation, association, partnership, receiver, trustee, guardian, executor,
administrator and fiduciary of any kind.

POOL means any underground reservoir containing a common accumulation of crude petroleum oil or natural gas or
both, Each zone of a general structure, which zone is completely separated from any other zone in the structure,
is covered by the word '"pool" as used herein., '"Pool" is synonymous with '"common source of supply' and with
"common reservoir,' )

POTENTIAL shall mean the properly determined capacity of a well to produce oil, or gas, or both, under conditions
prescribed by the Division.

PRESSURE MAINTENANCE shall mean the injection of gas or other fluid into a reservoir, either to maintain the
existing pressure in such reservoir or to retard the natural decline in the reservoir pressure.

PRODUCKR shall mean the owner of a well or wells capable of producing oil or natural gas or both in paying
quantities.

PRODUCT mecans any commodity or thing made or manufactured from crude petroleum oil or natural gas, and all
derivatives of crude petroleum oil or natural gas, including refined crude oil, crude tops, topped crude,
processed crude petroleum, residue from crude petroleum, cracking stock, uncracked fuel oil, treated c-:ude
0il, fuel oil, residuum, gas oil, naphtha, distillate, gasoline, kerosene, benzine, wash oil, lubricating oil,
and blends or mixtures of crude petroleum oil or natural gas or any derivative thereof.

PRORATION DAY shall consist of 24 consecutive hours which shall begin at 7 a.m. and end at 7 a.m. on the following
day.

PRORATION MONTH shall mean the calendar month which shall begin at 7 a.m. on the first day of such month and end
at 7 a,m, on the first day of the next succeeding month.

PRORATION PERIOD shall mean for oil the proration month and for gas the twelve-month period which shall begin
at 7 a,m, January 1 of each year and end at 7 a.,m. on January 1 of the succeeding year.

PRORATION SCHEDULE shall mean the order of the Division authorizing the production, purchase, and transportation
of 0il, casinghecad gas, and natural gas from the various units of oil or of natural gas in allocated pools.

RECOMPLETE shall mean the subsequent completion of a well in a different pool from the pool in which it was
originally completed.

SECONDARY RECOVERY shall mean a method of recovering quantities of o0il or gas from a reservoir which quantities
would not be recoverable by ordinary primary depletion methods.

SHALLOW POOL shall mean a pool which has a depth range from O to 5000 feet.

SHORTAGE OR UNDERPRODUCTION shall mean the amout of oil or the amount of natural gas during a proration period
by which a given proration unit failed to produce an amount equal to that auvthorized in the proration schedule.

SHUT~IN PRESSURE shall mean the gauge pressure noted at the wellhead when the well is completely shut in,
not to be confused with bottom hole pressure,



TANK BOTTO!MS shall mean that accumulation of hydrocarbon material and other substances which settles naturally
below crude oil in tanks and receptacles that are used in handling and storing of crude oil, and which
accumulation contains in excess of two (2%) percent of basic sediment and water; provided, however, that

with respect to lease production and for lease storage tanks, a tank bottom shall be limited to that volume

of the tank in which it is contalned that lies below the bottom of the pipeline outlet thereto.

TEMPORARY ABANDONMENT shall mean a state or period of suspended operations during which continuous drilling,
production, injection, storaze, or work-over operations have not taken place. Such period shall be 60 days
for drilling wells and six months for all other classes of wells.

TOP UNIT ALLOWABLE FOR GAS shall mean the maximum number of cubic feet of natural gas, for the proration
period, allocated to a gas producing unit in an allocated gas pool.

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

TREATING PLAN shall mean any plant constructed for the purpose of wholly or partially or being used wholly or
partially for reclaiming, treating, processing, or in any manner making tank bottoms or any other waste oil
marketable,

TUBINGLESS COMPLETION shall mean a well completion in which the production string of casing has an outside
diameter of 2,875 inches or less,

UNIT QOF PRORATION FOR GAS shall consist of such multiples of 40 acres as may be prescribed by special pool
rules issued by the Division.

UJIT OF PRORATION FOR OIL shall consist of one 40-acre tract or such multiples of 40-acre tracts as may be
prescribed by special pool rules issued by the Division,

UNORTHODOX WELL LOCATION shall mean a location which does not conform to the spacing requirements established
by the rules and regulations of the Division,

WASTE, in addition to its ordinary meaning, shall include:

(a) Underground Waste as those words are generally understood in the oil and gas business, and
in any event to embrace the inefficient, excessive, or improper use or dissipation of the
reservolr energy, including gas energy and water drive, or any pool, and the locating, spacing,
drilling, equipping, operating, or producing, of any well or wells in a manner to reduce or
tend to reduce thc total quantity of crude petroleum oil or natural gas ultimately recovered
from any pool, and the use of inefficent underground storage of natural gas.

(b) Surface Waste as those words are generally understood in the o0il and gas business, and in any
event to embrace the unnecessary or excessive surface loss or destruction without beneficial use,
however caused, of natural gas of any type or in any form or crude petroleum oil, or any pro-
duct thereof, but including the loss or destruction, without beneficial use, resulting from
evaporation, seepage, leakage, or fire, especially such loss or destruction incident to or
resulting from the manner of spacing, equipping, operating or producing, well or wells, or
incident to or resulting from the use of inefficient storage or from the production of crude
petroleum oil or natural gas, in excess of the reasonable market demand.

(¢) The production of crude petroleum oil in this state in excess of the reasonable market demand
for such crude perroleum oil, Such excess production causes or results in waste which is pro-
hibited by the 0il and Gas Act. The words "reasonable market demand" as used herein with
respect to crude petroleum oil, shall be construed to mean the demand for such crude petroleum
0il, for reasonable current requirements for current consumption and use within or outside
of the state, together with the demand for such amounts as are reasonably necessary for
building up or malntaining reasonable storage reserves of crude petroleum oil or the products
thereof, or both such crude petroleum oil and products.

(d) The non-ratable purchase or taking of crude petroleum oil in this state. Such non-ratable taking
and purchasing causes or results in waste, as defined in the subsections (a), (b), {(c) of this
section and causes waste by violating Section 65~3-13 of the 0il and Gas Act.

(e) The production in this state of natural gas from any gas well or wells, or from any gas pool,
in excess of the reasonable market demand from such source for natural gas of the type produced
or in excess of the capacity of gas transportation facilities for such type of natural gas.

The words "reasonable market demand," as used herein with respect to natural gas, shall be
construed to mean the demand for natural gas for reasonable current requirements, for current
consumption and for use within or outside the state, together with the demand for such anounts
as are necessary for building up or maintaining reasonable storage reserves of natural gas

or products thereof, or both such natural gas and products,
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B -~ MISCELLANEOUS RULES
RULE 1. SCOPE OF RULES AND REGULATIONS

(a) The following General Rules of statewide application have been adopted by the 0il Conservation
Division of the New Mexico Energy and Minerals Department to conserve the natural resources of the State
of New Mexico, to prevent waste, and to protect correlative rights of all owners of crude oil and natural
gas, Special rules, regulations and orders have been and will be issued when required and shall prevail as
against General Rules, Regulations and Orders if in conflict therewith. However, whenever these General
Rules do not conflict with special rules heretofore or hereafter adopted, these General Rules shall

apply.

(b) The Division may grant exceptions to these rules after notice and hearing, when the granting of
such exceptions will not result in waste but will protect correlative rights or prevent undue hardship.

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

The Division, its agents, representatives and employees are charged with the duty and obligation of
enforcing all rules and statutes of the State of New Mexico relating to the conservation of oil and gas.
However, it shall be the responsibility of all the owners or operators to obtain information pertaining to
the regulation of o0il and gas before operations have begun.

RULE 3. WASTE PROHIBITED

(a) The production or handling of crude petroleum oil or natural gas of any type or in any form, or the
handling of products therecof, in such a manner or under such conditions or in such amount as to constitute
or result in waste is hereby prohibited.

(b) All operators, contractors, drillers, carriers, gas distributors, service companies, pipe pulling
and salvaging contractors, or other persons shall at all times conduct their operations in the drilling,
equipping, operating, producing, plugging and abandonment of oil and gas wells in a manner that will prevent
waste of oil and gas, and shall not wastefully utilize oil or gas, or allow either to leak or escape from a
natural reservoir, or from wzlls, tanks, containers, pipe or other storage, conduit or operating equipment.

RULE 4, UNITED STATES GOVERNMENT LEASES

The Division recognizes that all persons drilling on United States Government land shall comply with the
United States government regulations, Such persons shall also comply with all applicable State rules and re-
gulations which are not in conflict therewith. Copies of "Application for Permit to Drill, Deepen or Plug
Back," (USGS Form No. 9-331C), "Sundry Notices and Reports on Wells," (USGS Form No. 9-331), and '"Well
Completion or Recompletion Report and Log," (USGS Form No. 9-330), for wells on U.S. Government land shall be
furnished by the Division.

RULE 5. CLASSIFYING AND DEFINING POOLS
The Division will determine whether a particular well or pool is a gas or oil well, or a gas or oil pool,
as the case may be, and from time to time classify and reclassify wells and name pools accordingly, and will

determine the limits of any pool or pools producing crude petroleum 0il or natural gas and from time to time
redetermine such limits.

RULE 6., FORMS UPON REQUEST

Forms for written notices, request and reports required by the Division will be furnished upon request.
RULE 7. AUTHORITY TO COOPERATE WITH OTHER AGENCIES

The Division may from time to time enter into arrangements with State and Federal governmental agencies,

industry committees and individuals, with respect to special projects, services and studies relating to
conservation of oil and gas.



C - DRILLING
RULE 101. PLUGGING BOND

(a) Any person, firm, corporation, or association who has drilled or acquired, is drilling, or proposes
to drill or acquire any oil, zas, or service well on privately owned or state owned lands within this state
shall furnish to the Division, and obtain approval thereof, a surety bond running to the State of New Mexico,
in a form prescribed by the Division, and conditioned that the well be plugged and abandoned in compliance
with the rules and regulations of the Division., Such bond may be a one-well plugging bond or a blanket
plugging bond. All bonds shall be executed by a responsible surety company authorized to do business in the
State of New Mexico.

(b} Blanket plugging bonds shall be in the amount of fifty thousand dollars ($50,000) conditioned as
above provided, covering all oil, gas, or service wells drilled, acquired or operated in this state by the

principal on the bond.

One-well plugging bonds shall be in the amounts stated below in accordance with the depth and location
of the well:

Chaves, Eddy, Lea, McKinley, Rio Arriba, Roosevelt, Sandoval, and San Juan Counties, New Mexico:

Projected Depth of Proposed Well or Actual Depth of Existing Well Amount of Bond
Less than 5,000 feet $ 5,000
5,000 feet to 10,000 feet $ 7,500

More than 10,000 feet $10,000

All Other Counties in the State:

Projected Depth of Proposed Well oxr Actual Depth of Existing Well Amount of Bond
Less than 5,000 feet $ 7,500
5,000 feet to 10,000 feet $10,000
More than 10,000 feect $12,500

Revised plans for an actively drilling well may be approved by the appropriate District Office of the
Division for drilling as much as 500 feet deeper than the normal maximum depth allowed on the well's bond. Any
well to be drilled more than 500 feet deeper than the normal depth bracket must be covered by a new bond in
the amount prescribed for the deeper depth bracket.

The bond requirement for any intentionally deviated well shall be determined by the well's measur:d depth,
and not its true vertical depth, '

(¢) Any boud required by this rule is a plugging bond, not a drilling bond, and shall endure until any well
drilled or acquired under such bond has been plugged and abandoned and such plugging and abandonment has been
approved by the Division, or has been covered by another bond approved by the Division.

{(d) Transfer of a property does not of itself release a bond. In the event of transfer of ownership of a
well, the appropriate form, C-103 or C-104, properly executed, shall be filed with the District Office of the
Division 1n acccrdance with Rule 1103 or Rule 1104 by the new owner of the well. The District Office may
approve the transfer providing that a new one-well bond covering the well, or a request that the well be covered
by the new owners's blanket bond, has been approved by the Santa Fe office of the Division.

Upon approval of the bond and the Form C-103 or C-104, the transferor is released of plugging responsibility
for the well, and upon request, the original bond will be released. No blanket bond will be released, however,
until all wells covered by the bond have been plugged and abandoned or transferred in accordance with the
provisions of this rule,

(e) All bonds shall be filed with the Santa Fe office of the Division, and approval of such bonds, as well
as releases thereof, obtained from said office.

(f) All bonds required by these rules shall be conditioned for well plugging and location cleanup only,
and not to secure payment for damages to livestock, range, water, crops, tangible improvements, nor any
other purpose,

RULE 102, NOTICE OF INTENTION TO DRILL

(a) Prior to the commencement of operations, notice shall be delivered to the Division of intention to
drill any well for oil or gas or for injection purposes and approval obtained on Form C-101.
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(b) Ne permit shall be approved for the drilling of any well within the corporate limits of any city,
town, or village of this state unless notice of intention to drill such well has been given to the duly
constituted governing body of such city, town or village or its duly authorized agent. Evidence of such
notification shall accompany the application for a permit to drill (Form C-101).

RULE 103, SIGN 0¥ WELLS

Every drilling and producible well shall be identified by a sign, posted on the derrick or not more than
20 feet from such well, and such sign shall be of durable construction and the lettering thereon shall be kept
in a legible condition and shall be large enough to be legible under normal conditions at a distance of 50
feet. The wells on each lease or property shall be numbered in non-repetitive, logical and distinctive
sequence, Fach sign shall show the number of the well, the name of the lecase (which shall be differeunt or
distinctive for each lease), the name of the leasee, owner or operator, and the location by quarter sectiom,
township and range. The location, for each sign posted after March 1, 1968, shall indicate the quarter-
quarter section, township, and range.

RULE 104, WELL SPACING: ACREAGE REQUIREMENTS FOR DRILLING TRACTS
A, CLASSIFICATION OF WELLS: WILDCAT WELLS AND DEVELOPMENT WELLS

Any well which is to be drilled a distance of one mile or more from (1) the outerboundary of any
defined pool which has produced oil or gas from the formation to which the well is projected, and (2) any
other well which has produced oil or gas from the formation to which the proposed well is projected, shall
be classified as a wildcat well.

Any well which is not a wildcat well as defined above shall be classified as a development well for
the nearest pool which has produced oil or gas from the formation to which the well is projected. 4Any such
development well shall be spaced, drilled, operated, and produced in accordance with the rules and regulations
in effect in such nearest poosl, provided the well is completed in the formation to which it was projected.

Any well classified as a development well for a given pool but which is completed in a producing horizon
not dncluded in the vertical limits of said pool shall be operated and produced in accordance with the rules
and regulations in effect in the nearest pool within one mile which is producing from taat horizom. If there
is no designated pool for said producing horizon within one mile, the well shall be re-classified as a wildcat
well,

B. ACREAGE AND WELL LCCATION REQUIREMENTS FOR WILDCATS

I. Llea, Chave=, Eddy and Roosevelt Counties

(a) Wildcat Gas Wells

In Lea, Chaves, Eddy and Roosevelt Counties, a wildcat well which is projected as a gas well
to a formation and in an arca which, in the opinion of the engineer or supervisor approving the application to
drill, may reasonably be presumed to be productive of gas rather than oil shall be located on a drilling tract
consisting of 160 surface contiguous acres, more or less, substantially in the form of a square which is a
quarter section, being a legal subdivision of the U,S. Public Land Surveys, and shall be located not closer
than 660 feet to any outer boundary of such tract nor closer than 330 feet to any quarter—quarter sectiom or
subdivision 1lnner boundary.

Provided however, that any such wildcat gas well which is projected to the Wolfcamp or older
formations shall be located on a drilling tract consisting of 320 surface contiguous acres, more or less,
comprising any two contiguous quarter sections of a single governmental section, being a legal subdivision of
the U.,S, Public Land Surveys. Any such "deep'" wildcat gas well to which is dedicated more than 160 acres
shall be located not closer than 660 feet to the nearest side boundary of the dedicated tract nor closer than
1980 feet to the nearest end boundary nor closer than 330 feet to any quarter—quarter sectiom or subdivision
inner boundary. (For the purpose of this rule, "side" boundary is defined as one of the outer boundaries ’
running lengthwise to the tract's greatest overall dimensions; "end" boundary is defined as one of the outer
boundaries perpendicular to a side boundary and closing the tract across it least overall dimension.)

(b) Wildcat (il Wells

In Lea, Chaves, Eddy, and Roosevelt Counties, a wildcat well which is not a wildcat gas well
as defined above shall be located on a tract consisting of approximately 40 surface contiguous a.res oub-
stantially in the form of a square which is a legal subdivision of the U.S. Public Land Surveys, or on a
governmental quarter—quarter section or lot, and shall be located not closer than 330 feet to any boundary
of such tract,

In the event gas production is encountered in a well which was projected as an oil well and

which is located accordingly but does not conform to the above gas well location rule, it shall be necessary
for the operator to bring the matter to a hearing before approval for the production of gas can be given.
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I1. San Juan, Rio Arriba, and Sandoval Counties

(a) Wildcat Gas Wells

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat well which is projected to a gas-
producing horizon shall be located on a designated drilling tract consisting of 160 surface contiguous acres,
more or less, substantially in the form of a square which is a quarter section, being a legal subdivision
of the U.S, Public land Surveys, and shall be located not closer than 790 feet to any outer boundary of the
tract nor cleser than 130 feet to any quarter-quarter section or subdivision inner boundary.

In the event o0il production is encountered in a well which was projected to a gas-producing
horizon and which is located accordingly but does not conform to the oil well location rule below, it shall
be necessary for the operator to bring the matter to a hearing before approval for the production of oil can
be given.

(b) Wildcat 011 Wells

A wildcat well which is projected to an oil-producing horizon as recognized by the Division
shall be located on a tract consisting of approximately 40 surface contiguous acres substantially in the form
of square which is a legal subdivision of the U,S, Public Land Surveys, or on a governmental quarter -juarter
section or lot, and shall be located not closer than 330 feet to any boundary of such tract.

In the event gas production is encountered in a well which was projected to an oil-producing
horizon and which is located zccordingly but does not conform to the above gas well location rules, it shall
be necessary for the operator to bring the matter to a hearing before approval for the production of gas can
be given,

ITI. All counties except Lea, Chaves, Edddy, Roosevelt, San Juan, Rio Arriba, and Sandoval
Any wildcat well in any county other than Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and
Sandoval shall be located on a tract consisting of approximately 40 surface contiguous acres substantially
in the form of a square which is a legal subdivision of the U.S. Public Land Surveys, or on a governmental
quarter—quarter section or lot and shall be located not closer than 330 feet to any boundary of such tract.

C. ACREAGL AND WELL LOCATION REQUIREMENTS FOR DEVELOPMENT WELLS

I. 0il Wells, All Counties

Unless otherwise provided in special pool rules, each development well for a defined oil pool shall
be located on a tract consisting of approximately 40 surface coniiguous acres substantially in the form of
square which is a legal subdivision of the U,S. Public Land Survevs, or on a governmental quarter-quarter
section or lot, and shall be located not closer than 330 feet to any boundary of such tract nor closer than 330
feet to the nearest well drilling to or capable of producing from the same pool, provided however, only tracts
committed to active secondary recovery projects shall be permitted more than four wells.

I1, Gas Wells

(a) Lea, Chaves, Eddy, and Roosevelt Counties

Unless otherwise provided in special pool rules, each development well for a defined gas pool
in a formation younger than the Wolfcamp formation, or in the Wolfcamp formation which was created and defined
by the Division prior to November 1, 1975, or in a Pennsylvanian age or older formation which was created
and defined by the Division prior to June 1, 1964, shall be located on a designated drilling tract consisting
of 160 surface contiguous acres, mote or less, substantially in the form of a square which is a quarter section
being a legal subdivision of the U,S. Public Land Surveys, and shall be located not closer than 660 feet
to any outer boundary of such tract nor closer than 330 feet to any quarter—quarter section or subdivision
inner boundary nor closer than 1320 feet to the nearest well drilling to or capable of producing from the same
pool. ’

Unless otherwise provided in the special pool rules, each development well for a defined gas
pool in the Wolfcamp formation which was created and defined by the Division after November 1, 1975, or of
Pennsylvanian age or older which was created and defined by the Division after June 1, 1964, shall be located
on a designated drilling tract consisting of 320 surface contiguous acres, more or less, comprising any two
contiguous quarter sections of a single governmental section, being a legal subdivision of the U.S5. Public
Land Surveys. Any such well having more than 160 acres dedicated to it shall be located not closer than
660 feet to the nearest side boundary of the dedicated tract nor closer than 1980 feet to the nearest
end boundary nor closer than 330 feet to any quarter—quarter section or subdivision inner boundary. (For
the purpose of this rule, “"side" boundary and "end" boundary are as defined in Section B I(a) of this rule.)
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(b} San Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, each development well for a defined gas
pool shall be located on a designated drilling tract consisting of 160 surface contiguous acres, more or
less, substantially in the form of a square which is a quarter section, being a legal subdivision of the
U.S. Public Land Surveys, and shall be located not closer thanm 799 feet to any outer boundary of the tract
nor closer than 130 feet to any quarter=-quarter section line or subdivision inner boundary.

(c) All Counties except Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and Sandoval

Unless otherwise provided in special pool rules, each development well for a defined gas
pool shall be located on a designated drilling tract consisting of 160 surface contiguous acres, more or
less, substantially in the form of a square which is a quarter section, being a legal subdivision of the
U.S. Public Land Surveys, and shall be located not closer than 660 feet to any auter boundary of such
tract nor closer than 330 feet to any quarter-quarter section or subdivision inner boundary nor closer
than 1320 feet to the nearest well drilling to or capable of producing from the same pool.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS

I, Well Tests and Classification

It shall be the fesponsibility of the operator of any wildcat gas well or development gas well
to which more than 40 acres has been dedicated to conduct a potential test within 30 days following completion
of the well and to file the same with the Division within 10 days following completion of the tests. (See
Rule 401.)

Date of completion for a gas well shall be the date a Christmas tree is installed or 30 days
following conclusion of active completion work on the well, whichever date comes first.

Upon making a determination that the well should not properly be classified as a gas well, the
Division will reduce the acreage dedicated to the well.

Failure of the operator to file the aforesaid tests within the specified time will also subject
the well to such acreage reduction.

II. Non-Standard Units

Any completed gas well which does not have the required amount of acreage dedicated to it for
the pool or formation in which it is completed may not be produced until a standard unit for the well has
been formed and dedicated or until a non-~standard unit has been approved.

The Division Director may grant administrative approval to non-standard gas units without votice
and hearing when an application has been filed for a non-standard unit and the unorthodox size or shape of
the unit is necessitated by a variation in the legal subdivision of the U.S. Public Land Surveys, or the
following facts exist and the following provisions are complied with:

(a) The non-standard unit consists of quarter—quarter sections or lots that are contiguous
by a common bordering side.

(b) The non-standard unit lies wholly within a single governmental quarter section if the
well is completed in a pool or formation for which 160 acres is the standard unit size
or wholly within a single governmental half section if the well is completed in a pool
or formation for which 320 acres is the standard unit size.

(c) The applicant presents written consent in the form of waivers from all offset operators
and from all operators owning interests in the quarter section (for 160-acre pools or
formations) or the half section (for 320-acres pools or formations) in which the non-
standard unit is situated and which acreage is not included in said non~standard unit.

(d) 1In lieu of paragraph (c) of this rule, the applicant may furnish proof of the fact that
all of the aforesaid operators were notified by registered or certified mail of his
intent to form such non-standard unit. The Director may approve the application if no
such operator has entered an objection to the formation of such non-standard unit within
30 days after the Director has received the application.

E. Form C-101, Application for Permit to Drill, Deepen, or Plug Back for any well shall designate the
exact legal subdivision allotted to the well and no Form (-101 will be approved by the Division or any of its
agents without such proper designation of acreage.



F, The Division Director shall have authority to grant an exception to the well location requirements
of Sections B and C above without notilce and hearing when the necessity for such unorthodox location is based
upon topographical conditions or the recompletion of a well previously drilled to another horizon, provided
saild well was drilled at an orthodox location for such original horizon.

Applications for administrative approval of unorthodox locations shall be filed in triplicate and
shall be accompanled by plats showing the ownership of all leases offsetting the proration or spacing unit
for which the unorthodox location is sought, and alsc all wells completed thereon. If the proposed unorthodox
location is based upon topography, the plat shall also show and describe the existent topographical conditions.

All operators of proration or spacing units offsetting the unit for which the unorthodox location is
sought shall be notificd of the application by certified or registered mail, and the application shall state
that such notification has been given., The Division Director may approve the unorthodox location upon receipt
of waivers from all offset opeators or if no offset operator has entered an objection to the unorthodox
location within 20 days after the Director has received the application.

G. Whenever an exception is granted, the Division may take such action as will offset any advantage
which the person securing the exception may obtain over other producers by reason of the unorthodox location.

H., IXf the drilling tract is within an allocated oil p .31 or is placed within such allocated pool at any
time after completion of the well and the drilling tract consists of less than 39% acres or more than 40%
acres, the top unit allowable for such well shall be increased or decreased in the proportion that the number
of acres in the drilling tract bears to 40,

I. If the drilling tract is within an allocated gas pool or is subsequently placed within an allacated
gas pool, and the drilling tract consists of less than 158 acres or more than 162 acres in 160-acre pools, or
less than 316 acres or more than 324 acres in 320-acre pools, the top allowable for such well shall be decreased
or increased in the proportion that the number of acres in the drilling tract bears to a standard unit for the
pool,

J. In computing acreage under H and I above, minor fractions of an acre shall not be counted but } acres
or more shall count as 1 acre.

K. The provisions of H and I above shall apply only to wells completed after January 1, 1950. Nothing
herein contained shall affect in any manner any well completed prior to the effective date of this rule and
no adjustments shall be made in the allowable production for any such wells by reason of these rules. <

L. In order to prevent waste the Division may, after notice and hearing, fix different spacing require~
ments and require greater acreage for drilling tracts in any defined oil pool or in any defined gas pool
notwithstanding the prov.sions of B and C above,

M. The Division may approve the pooling or communitization of fractional lots of 20,49 acres or less with
another oll proration unit when:

1, The units involved arxe contiguous;
2, They are part of the same basic lease, carrying the same royalty interest; and
3, The ownership of the units involved is common.

Application to the Division for pooling shall be accompanied by three (3) copies of a certified plat
showing the dimensions and acreage involved in the pooling, the ownership of all leases and royalty interests
involved, and the location of any proposed wells,

Applicant shall furnish all operators who directly and diagonally offset the units involved a copy
of the application to the Division and shall include with his application a written statement that all offset
operators have been properly notified. Offset operators shall include only those operators who have offset
properties within the State of New lMexico, The Division shall wait at least ten days before approving any such
pooling, and shall approve such pooling only in the absence of objection from any offset operator. In the
event that an operator objects to the pooling, the Division shall consider the matter only after proper
notice and hearing,

The Division may waive the ten-day waiting period requirement if the applicant furnishes the Division .
with the written consent to the pooling by all offset operators involved.

The Division may consider that the requirements of subparagraphs 2 and 3 of paragraph M of this rule

have been fulfilled if the applicant furnishes with each copy of each application to the Division a copy of
executed pooling agreement communitizing the units involved.
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Each well drilled on any communitized tract shall be located in the approximate geographical center of
the combined units with a tolerance of 150 feet for topographical conditions, but in any event shall not be
located closexr than 330 feet to the outer boundaries of the proposed proration unit or communitized tract.

RULE 105. PIT FOR CLAY, SHALE, AND DRILL CUTTING

In order to assure a supply of proper material for mud-laden fluid to confine oil, gas, or water to their
native strata during the drilling of any well, operators shall provide before drilling is commenced on adequate
pit for the accumulation of drill cuttings.

RULE 106, SEALING OFF STRATA

(a) During the drilling of any oil or natural gas well, all oil, gas, and water strata above the
producing horizon shall be sealed or separated in order to prevent their contents from passing into other strata.

(b) All fresh waters and waters of present or probable value for domestic, commercial, or stock
purposes shall be confined to their respective strata and shall be adequately protected by methods approved by
the Division. Special precautions by methods satisfactory to the Division shall be taken in drilling and
abandoning wells to guard against any loss of artesian water from the strata in which it occurs, and the con-
tamination of artesian water by objectionable water, oil, or gas.

(c) All water shall be shut off and excluded from the various oil and gas bearing strata which are
penetrated. Water shut-offs shall ordinarily be made by cementing casing.

RULE 107. CASING AND TUBING REQUIREMENTS

(a) Any well drilled for oil or natural gas shall be equipped with such surface and intermediate
casing strings and cement as may be necessary to effectively seal off and isolate all water—, oil-, and gas-—
bearing strata and other strata encountered in the well down to the casing point. In addition thereto, any
well completed for the production of oil or natural gas shall be eguipped with a string of properly cemented
production casing at sufficient depth to ensure protection of all oil- and gas-bearing strata encountered in
the well, including the one(s) to be produced.

. Sufficient cement shall be used on surface casing to fill the annular space behind the casing
to the top of the hole, provided however, that authorized field personnel of the Division may, at their
discretion, allow exceptions to the foregoing requirement when known conditions in a given urea render
compliance inpracticable,

All cementing shall be by pump and plug method unless some other method is expressly authorized
by the Division.

All cementing shall be with conventional-type hard-setting cements to which such additives
(lighteners, densifiers, extenders, accelerators, retarders, etc.) have been added to suit conditions in the
well.

Authorized field personnel of the Division may, when conditions warrant, allow exceptions to the
above paragraph and permit the use of oil-base casing packing material in lieu of hard-setting cements on
intermediate and production casing strings; provided however, that when such materials are used on the inter-
mediate casing string, conventional-type hard-setting cements shall be placed throughout all oil- and gas-
bearing zones and throughout at least the lowermost 300 feet of the intermediate casing string. When such
materials are used on the production casing string, coventional-type hard-setting cements shall be placed
throughout all oil- and gas—bearing zones and shall extend upward a minimum of 500 feet above the uppermost
perforation or, in the case of an open-hole completion, 500 feet above the production casing shoe.

All casing strings shall be. tested and proved satisfactory as provided in paragraph (c) below.

(b) After cementing, but before commencing tests required in paragraph (c) below, all casing strings
shall stand cemented in accordance with Option 1 or 2 below. Regardless of which option is taken, the
casing shall remain stationary and under pressure for at least eight hours after the cement has been placed.
Casing shall be "underpressure" if some acceptable means of holding pressure is used or if one or more float
valves are employed to hold the cement in place,

OPTION 1
Allow all casing strings to stand cemented a minimum of eighteen (18) hours prior to commencing

tests, Operators using this option shall report on Form C-103 the actual time the cement was in place before
initiating tests,
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OPTION 2

(May be used in the counties of San Juan, Rio Arriba, McKinley, Sandoval, Lea, Eddy, Chaves,
and Roosevelt only.) Allow all casing strings to stand cemented until the cement has reached a compressive
strength of at least 500 pounds per square inch in the "zone of interest" before commencing tests, provided
however, that no tests shall be commenced until the cement has been in place for at least eight (8) hours.

The "zone of interest" for surface and intermediate casing strings shall be the bottom 20 percent
of the casing string, but shall be no more than 1000 feet nor less than 300 feet of the bottom part of the
casing unless the casing is set at less than 300 feet, The "zone of interest' for production casing strings
shall include the interval or intervals where immediate completion is contemplated.

To determine that a minimum compressive strength of 500 pounds per square inch has been attained,
operators shall use the typical performance data for the particular cement mix used in the well, at the
minimum temperature indicated for the zone of interest by Figure 107-A, Temperature Gradient Curves. Typical
performance data used shall be that data furnished by the cement manufacturer or by a competent materials
testing agency, as determined in accordance with the latest edition of API Code RP 10 B "Recommended Practice
for Testing 0il-Well Cements,"
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Operators using the compressive strength criterion (Option 2) shall report the following infor-—
mation on Form C-103:

(1) Volume of cement slurry (cu, ft.) and brand name of cement and additives, percent additives
used, and sequence of placement if more than one type cement slurry is used.

(2) Approximate temperature of cement slurry whén mixed,

(3) FEstimated minimum formation temperature in zone of interest.
(4) FEstimate of cement strength at time of casing test.

(5) Actual time cement in place prior to starting test.

(c) All casing strings except conductor pipe shall be tested after cementing and before commencing
any other operations on the well., Form C-103 shall be filed for each casing string reporting the grade
and weight of pipe used, In the case of combination strings utilizing pipe of varied grades or weights,
the footage of each grade and weight used shall be reported. The results of the casing test, including actual
pressure held on pipe and the pressure drop observed shall also be reported on the same Form C-103.

(1) Casing strings in wells drilled with rotary tools shall be pressure tested. Minimum casing
test pressure shall be approximately one-third of the manufacturer's rated internal yield pressure except
that the test pressure shall not be less than 600 pounds per square inch and need not be greater than 1500
pounds per square inch. In cases where combination strings are involved, the above test pressures shall
apply to the lowest pressure rated casing used, Test pressures shall be applied for a period of 30 minutes.
If a drop of more than 10 percent of the test pressure should occur, the casing shall be considered defective
and corrective measures shall be applied.

Cc-7



(2) Casing strings in wells drilled with cable tools may be tested as outlined in sub-paragraph
(¢) (1) above, or by balling the well dry in which case the hole must remain satisfactorily dry for a period
of at least one (1) hour before commencing any further operations on the well.

(d) Requirements for tubing of wells are as follows:
(1) All flowing oil wells equipped with casing larger in size than 2 7/8-inch OD shall be tubed.
(2) All gas wells equipped with casing larger in size than 2 7/8~inch OD shall be tubed.

(3) Tubing shall be set as near the bottom as practical and tubing Perforations shall not be
more than 250 feet above the top of the pay.

(4) The Division Director may, upon proper application, grant administrative exceptions to the
provisions of sub-paragraphs (2) and (3) above, without notice and hearing, provided waste
will not be caused thereby.

(e) The Division's District Supervisors or their representatives shall have authority to approve
tubingless completions without the necessity of administrative approval or notice and hearing when the following
conditions exist:

(1) The well is to be completed with a total depth of 5,000 feet or less,

(2) The well is not a wildcat (it is not more than one mile from an existing well producing
from the same common source of supply to which it is projected).

(3) No known corrosive or pressure problems exist which might make the tubingless method of
completion undesirable,

(4) The well will not be a dual completion,
(5) The tubing used as a substitute for casing will be either 2 3/8-inch OD or 2 7/8-inch OD.
RULE 108, DEFLCTIVE CASING OR CEMENTING

In any well that appears to have a defective casing program or faultily cemented or corroded casing which
will permit or may create underground waste, the operator shall proceed with diligence to use the appropriate
method and means to eliminate such hazard of underground waste, If such hazard of waste cannot be eliminated,
the well shall be properly plugged and abandoned.

RULE 109, BLOWOUT PREVENTION (See Rule 114 (b) also)

(a) Blowout preventers shall be installed and maintained in good working order on all drilling rigs
operating in areas of known high pressures at or above the projected depth of the well and in all areas where
pressures which will be encountered are unknown, and on all workover rigs working on wells in which high
pressures are known to exist.

(b) Blowout preventers shall be installed and maintained in good working order on all drilling rigs
and workover rigs operating within the corporate limits of amy city, town, or village, or within 1320 feet of
a habitation, school, or church, wherever located.

(c¢) All operators, when filing Form C-101, Application for Permit to Drill, Deepen, or Plug Back,
or Form €-103, Sundry Notices, for any operation requiring blowout prevention equipment in accordance with
Sections (a) and (b) above, shall submit a proposed blowout prevention program for the well. The program
is submitted may be modified by the District Supervisor if, in his judgment, such modification is necessary.

RULE 110, PULLING OUTSIDE STRINGS OF CASING

In pulling outside strings of casing from any oil or gas well, the space outside the casing left in the
hole shall be kept and left full of mud-laden fluid or cement of adequate specific gravity to seal off all
fresh and salt water strata and any strata bearing oil or gas not producing.

RULE 111, DEVIATION TESTS AND DIRECTIONAL DRILLING

(a) Any well which is drilled or deepened with rotary tools shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. " Such tests shall be made at least once each 500
feet or at the first bit change succeeding 500 feet. A tabulation of all deviation tests run, sworn to
and notarized, shall be filed with Form C-104, Request for Allowable and Authorization to Transport 0il and
Natural Gas. When the deviation averages more than five degrees in any 500-foot interval, the Division
Director may require that a directional survey be run to establish the location of the producing interval(s).
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The Division Director, at the request of an offset operator, may require any operator to make a directional
survey of any well, Said directional survey and all associated costs shall be at the expense of the requesting
party and shall be secured in advance by a $5,000.00 indemnity bond posted with and approved by the Division.

The requesting party may designate the well survey company, and said survey shall be witnessed by the Division.

(b) No well shall be intentionally deviated without special permission from the Division.
Permission to deviate toward the vertical to stralghten a crooked hole, to deviate toward the vertical or in
an indeterminate direction to sidetrack junk in the hole, or to drill a relief well to control a blow-out
shall be obtained from the appropriate District Office of the Division on Division Form C-103 with copies of
said Form C-103 being furnished to all offset operators. Permission to deviate a well in any other manner
or for any other reason will be granted only after notice and hearing. Upon request from the Division
Director, any well which was deviated in an indeterminate direction or toward the vertical shall be
directionally surveyed. ILn addition, a directional survey of the entire well bore must be made on any well
which was deviated in a predetermined direction, except toward the vertical. The District Office of the
Division shall be notified of the approximate time all directional surveys are to be conducted. All
directional surveys run on any well which was intentionally deviated in any manner for any reason must be
filed with the Division upon completion of the well. The Division will not assign an allowable to a well
until the operator has submitted an affidavit that all such directional surveys have been filed.

RULE 112-A. MULTIPLE COMPLETIONS

I. The multiple completion of any well may be permitted only by order of the Division after notice
and hearing, except as hereinafter provided. Multiple completion of any well without prior approval by the
Division shall be solely at the operator's risk and shall be no way commit the Division to subsequent approval
thereof.

II. MULTIPLE COMPLETIONS (CONVENTIONAL)

The Division Director shall have the authority to grant an éxception to the requirements of Rule
112-A (I) and approve the fual or txiple completion of a well to produce from more than one common source of
supply without notice and hearing when application for such approval has been filed on Form C-107; and

(a) The Division has previously authorized the similar multiple completion of a well in the same
common sources of supply as proposed, after notice and hearing; provided however, that in Rio Arriba, San Juan,
Sandoval, and McKinley Counties, a proposed multiple completion may be approved if the Division has previously
authorized the similar multiple completion of a well in the same formations as proposed, after notice and
hearing; and

(b) The applicant proposes to utilize one of the mechanical installations described below:

(1) The well is to be completed as a gas-gas dual or as a gas-gas-gas triple and the hydrocarbons
from each of the zones can be safely and efficiently produced through parallel strings of tubing or a combination
of tubing string(s) and the tubing-casing annulus,

(2) The well is to be completed as an oil-oil dual or as an 0il-oil-o0il triple and the
hydrocarbons from each of the zones can be safely and efficiently produced through parallel strings of tubing.

(3) The well is to be completed as a combination oil and gas multiple completion and the
hydrocarbons from each oil zone can be safely and efficiently produced through parallel strings of tubing and
the hydrocarbons from each gas zone can be safely and efficiently produced through parallel string(s) of tubing or
through a combination of tubing and the tubing-casing annulus; and

(c) All strings of tubing used for the production of oil in the proposed multiple completion
will have a nominal inside diameter of not less than 1.670 inches nor greater than 2.50 inches; and

(d) The packer(s) used to segregate the separate zones of the multiple completion will be production-
type packer(s) and shall effectively prevent communication between all producing zones.

I1I. MULTIPLE COMPLETIONS (TUBINGLESS AND COMBINATION)

The Division Director shall have the authority to grant an exception to the requirements of Rule
112-A (I) and approve the multiple completion of a well without notice and hearing where application has been
filed on Form C-107; and

(2) The Divisicn has previously authorized the similar multiple completion of a well in the same
common sources or supply as proposed, after notice and hearing; provided however, that in Rio Arriba, San Juan,
Sandoval, and McKinley Counties, a proposed multiple completion may be approved if the Division has previously
authorized the similar multiple completion or a well in the same formations after notice and hearing; and

c-9



(b) The applicant proposes to employ one of the following methods of completion:
P

(1) Multiple Completion (Tubingless) utilizing two or more small diameter casing strings
(2.875 inches OD or less), one to each common source of supply, all cemented in a
common well-bore,

(2) Multiple Completion (Combination) utilizing a combination of small diameter (2.875
inches OD or less) and conventional diameter (greater than 2.875 inches) casing
strings, all cemented in a common well~bore. Provided however, that if any conventional
diameter casing in said multiple completion is used for the production of more than one
common source of supply, the rules pertaining to Multiple Completions {Conventional) in
Rule 112-A (II) above shall also apply; and

(c) Sufficient cement will be used in sald multiple completion to extend throughout each pay and
a minimum of 100 feet above; and

(d) Centralizers and/or turbolizers will be installed on each joint of casing throughout each
pay and on a minimum of three joints above; and

(e) Directional perforating equipment will be used in perforating all intervals in any casing
string in said multiple completion which intervals are in a zone through which one or more other casing strings
pass.

(f) The requirements of paragraphs (c¢) and (d) may be modified for multiple completions within
given common sources of supply and within a given area if, in the opinion of the Division Director, circumstances
warrant such modification,

IV. ADMINISTRATIVE PROCEDURE

Application for administrative approval of a multiple completion shall be made in QUADRUPLICATE,
with two copies of the application to be mailed to the Division's Santa Fe Office, and two copies to the
District Office for the area in which the well is located. Application shall be made on the Division Form
C-107, Application for Multiple Completion, and shall be accompanied by the following:

(a) Diagrammatic Sketch of the Multiple Completion, showing all casing strings, including
diameters and setting depths, centralizers and/or turbolizers and location thereof, quantities
used and top of cement, perforated intervals, tubing strings, including diameters and setting
depth, location of packers, side door chokes, and such other information as may be pertinent.

(b) Plat showing the location of all wells on applicant's lease, all offset wells on offset leases,
and the names and addresses of operators of all leases offsetting applicant's lease.

(c) Waivers consenting to such multiple completion from each offset operator, or in lieu thereof
evidence that said offset operators have been furnished copies of the application.

(d) Electrical log of the well or other acceptable log with tops and bottoms of producing zones
and intervals of perforation indicated thereon. (If such log is not available at the time
application is filed, it shall be gubmitted as hereinafter provided.)

The Division Director may approve the multiple completion if, after a period of 20 days following the
filing of the application, no operator has filed objection to the proposed multiple completion.

V. Application for public hearing to authorize a multiple completion shall be made in TRIPLICATE
to the Division's Santa Fe Office. Application shall be made on the Division Form C-107, Application for
Multiple Completion, and shall set forth all material facts relative to the common sources of supply involved
and the manner and method of completion proposed. Application shall be accompanied by an exhibit showing
the location of all wells on applicant's lease and all offset wells on offset leases.

VI, All multiple completions, whether approved after hearing or by administrative procedure, shall
be subject to the following rules:

(a) Prior to actual multiple completion of a well, operator shall make adequate pressure tests
of the casing to determine that no casing leaks exist. Results of casing tests shall be
reported to the Division on Form C-103,

(b) The well shall be completed and thereafter produced in such a manner that there will be no
comingling of hydrocarbons from the separate strata.

(c) The operator shall commence a segregation test and/or packer—leakage test not later than
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seven (7) days after actual multiple completion of the well. Segregation tests and/or packer-leakage tests
shall also be made any time the packer is disturbed and at such other intervals as the Division may prescribe.
The Operator shall also make all other tests and determinations deemed necessary by the Division. The Division
shall be notified of the time such tests are to be commenced and tests may be witnessed by the Division at its
election. Representatives of offset operators may witness such tests at their election and shall advise the
producer in writing if they desire to be notified when such tests are to be conducted. Results of such tests
shall be filed with the Division within fifteen (15) days after the completion of tests; provided, however,
that in the event a segregation test or packer-leakage test indicates that there is communication between the
separate strata, the operator shall immediately notify the Division and commence remedial action on the well.

(d) A packer setting report shall accompany the report of the initial segregation test and packer-
lecakage test, 1f applicable.

- (e) The well shall be so equipped that reservoir pressures may be determined for each of the
separate strata and further be so equipped that meters may be installed and the gas, o0il
and gas, and oil produced from each of the separate strata may be accurately measured, and
the gas—oil ratio or the gas-liquid ratio thereof determined.

(£) Within 15 days after the completion of the well, the operator shall furnish the Division with
a diagrammatic sketch of the mechanical ins'allation which was actually used in completing
the well together with a report of the gravity, gas-oil ratio or gas-liquid ratio, and
reservoir pressure for each of the separate zones, and the log of the well if the same has
not been previously submitted.

RULE 112-B. BRADENHEAD GAS WELLS

(a) The production of gas from a bradenhead gas well may be permitted only by order of the Division
upon hearing, except as noted by the provisions of paragraph (¢) of this rule.

(b) The application for such hearings shall be submitted in triplicate and shall include an
exhibit showing the location of all wells on applicant's lease and all offset wells on offset leases, together
with a diagrammatic sketch showing the casing program, formation tops, estimated top of cement on each casing
string run and any other pertinent data, including drill stem tests.

(c) The Division Director shall have authority to grant an exception to the requirements of
paragraph (a) above without notice and hearing where application has been filed in due form, and when the
lowermost producing zone involved in the completion is an oil or gas producing zone within the defined limits
of an oil or gas pool and the producing zone to be produced through the bradenhead connection is a gas producing
zone within the defined Jimits of a gas pool.

Applicants shall furaish all operators who offset the lease upon which the subject well is located a
copy of the application to the Division, and applicant shall include with his application a written stipulation
that all offset operators have been properly notified. The Division Director shall wait at least 10 days
before approving the production of gas from the bradenhead gas well, and shall approve such production only in
the absence of objection from any offset operator. In the event an operator objects to the completion the
Division Director shall consider the matter only after proper notice and hearing.

The Division may waive the 10-day waiting period requirement if the applicant furnishes the Division with
the written consent to the production of gas from the bradenhead connection by all offset operators involved.

This rule shall apply only to wells hereinafter completed as bradenhead gas wells.
RULE 113. SHOOTING AND CHEMICAL TREATMENT OF WELLS

1f injury results to the producing formation, casing or casing seat from shooting or treating a well,
the operator shall proceed with diligence to use the appropriate method and means for rectifying such damage.
1f shooting or chemical treating results in irreparable injury to the well the Division may require the operator
to properly plug and abandon the well.

RULE 114, SAFETY REGULATIONS

(a) All oil wells shall be cleaned into a pit or tank, not less than 40 feet from the derrick
floor and 150 feet from any fire hazard. All flowing oil wells must be produced through an oil and gas
separator of ample capacity and in good working order., No boiler or portable electric lighting generator
shall be placed or remain nearer than 150 feet to any producing well or oil tank. Any rubbish or debris
that might constitute a fire hazard shall be removed to a distance of at least 150 feet from the vicinity
of wells and tanks, All waste shall be burned or disposed of in such manner as to avoid creating a fire hazard.

(b) When coming out of the hole with drill pipe, drilling fluid shall be circulated until equalized

and subsequently drilling fluid level shall be maintained at a height sufficient to control subsurface pressures.
During course of drilling blowout preventors shall be tested at least once each 24-hour period.
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RULE 115. WELL AND LEASE EQUIPMENT

Christmas trce fittings or wellhead connections shall be installed and maintained in first class
condition so that all necessary pressure tests may easily be made on flowing wells. On o0il wells the
Christmas tree fittings shall have a test pressure rating at least equivalent to the calculated or known
pressure in the reservoir from which production is expected. On gas wells the Christmas tree fittings shall
have a test pressure equivalent to at least 150 per cent of the calculated or known pressure in the reservoir
from which production 1is expected,

Valves shall be installed and maintained in good working order to permit pressures to be obtained on
both casing and tubing. Each flowing well shall be equipped to control properly the flowing of each well,
and in case of an oil well, shall be produced into an oil and gas separator of a type generally used in
the industry.

RULE 116. NOTIFICATION OF FIRE, BéEAKS, LEAKS, SPILLS, AND BLOWOUTS

The Division shall be notified of any fire, break, leak, spill, or blowout occurring at any injection
or disposal facility or at any oil or gas drilling, producing, transporting, or processing facility in the
State of New Mexico by the person operating or controlling such facility.

"Facility," for the purpose of this rule, shall include any oil or gas well, any injection or disposal
well, and any drilling or workover well; any pipe line through which crude o0il, condensate, casinghead or
natural gas, or injection or disposal fluid (gaseous or liquid) is gathered, piped, or transported (including
field flow-lines and lead-lines but not including natural gas distribution systems); any receiving tank,
holding tank, or storage tank, or receiving and storing receptacle into which crude oil, condensate, injection
or disposal fluid, or casinghead or natural gas is produced, received, or stored; any injection or disposal
pumping or compression station including related equipment; any processing or refining plant in which crude
0il, condensate, or casinghead or natural gas is processed or refined; and any tank or drilling pit or slush
pit associated with o0il or gas well or injection or disposal well drilling operations or any tank, storage pit,
or pond associated with oil or gas production or processing operations or with injection or disposal operations
and containing hydrocarbons or hydrocarbon waste or residue, salt water, strong caustics or strong acids,
or ather deletericus chemicals or harmful contaminants.

Notification of such fire, break, leak, spill, or blowout shall be in accordance with the provisions
set forth below:

1, Well Blowouts. Notification of well blowouts and/or fires shall be "immediate notification"
described below. ("Well blowout' is defined as being loss of control over and subsequent eruption of any
drilling or workover well, or the rupture of the casing, casinghead, or wellhead of any oil or gas well or
injection or disposal well, whether active or inactive, accompar.ed by the sudden emission of fluids, gaseous

or liquid, from the well.)

2, '"Major" Breaks, Spills, or Leaks. Notification of breaks, spills, or leaks of 25 or more barrels
of crude o0il or condensate, or 100 barrels or more of salt water, none of which reaches a watercourse or
enters a stream or lake; breaks, spills, or leaks in which one or more barrels of crude cil or condensate or 25
barrels or more of salt water does reach a watercourse or enters a stream or lake; and breaks, spills, or
leaks of hydrocarbons or hydrocarbon waste or residue, salt water, strong caustics or strong acids, gases,
or other deleterious chemicals or harmful contaminants of any magnitude which may with reasonable probability
endanger human health or result in substantial damage to property, shall be "immediate notification" described
below.

3, "Minor" Breaks, Spills, or Leaks, Notification of breaks, spills, or leaks of 5 barrels or more
but less than 25 barrels of crude oil or condensate, or 25 barrels or more but less than 100 barrels of
salt water, none of which reaches a watercourse or enters a stream or lake, shall be 'subsequent notification'
described below,

4, Gas Leaks and Gas Line Breaks, Notification of gas leaks from any source or of gas pipe line
breaks in which natural or casinghead gas of any quantity has escaped or is escaping which may with reasonable
probability endanger human health or result in substantial damage to property shall be “immediate notification'
described below. Notification of gas pipe line breaks or leaks in which the loss is estimated to be 1000
or more MCF of natural or casinghead gas but in which there is no danger to human health nor of substantial
damage to property shall be "subsequent notification' described below.

5, Tank Fires. Notification of fires in tanks or other receptacles caused by lightning or any other
cause, 1f the loss is, or it appears that the loss will be, 25 or more barrels of crude oil or condensate,
or fires which may with reasonable probability endanger human health or result in substantial damage to
property, shall be "immediate notification" as described below. If the loss is, or it appears that the loss
will be at least 5 barrels but less than 25 barrels, notification shall be '"subsequent notification"
described below,

6, Drilling Pits, Slush Pits, and Storage Pits and Ponds. Notification of breaks and spills from
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any drilling pit, slush pit, or storage pit or pond in which any hydrocarbon or hydrocarbon waste or residue,
strong caustic or strong acid, or other deleterious chemical or harmful contaminant endangers human health

or does substantial surface damage, or reaches a watercourse or enters a stream or lake in such quantity

as may with reasonable probabllity endanger human health or result in substantial damage to such watercourse,
stream, or lake, or the contents thereof, shall be "immediate notification" as described below. Notification
of breaks or spills of such magnitude as to not endanger human health, cause substantial surface damage,

or result in substantial damage to any watercourse, stream, or lake, or the contents thereof, shall be
"subsequent notification" described below, provided however, no notification shall be required where there

is no threat of any damage resulting from the break or spill.

IMMEDIATE NOTIFICATION, "Immediate Notification" shall be as soon as possible after discovery and
shall be either in person or by telephone to the district office of the Division district in which the
incldent occurs, or if the incident occurs after normal business hours, to the District Supervisor, the 0il
and Gas Inspector, or the Deputy Oil and Gas Inspector. A complete written report (""Subsequent Notification')
of the incident shall also be submitted in duplicate to the appropriate district office of the Division within
ten days after discovery of the incident, °

SUBSEQUENT NOTIFICATION. '"Subsequent Notification' shall be a complete written report of the incident
and shall be submitted in duplicate to the district office of the Division district in which the incident
occurred within ten d..ys after discovery of the incident.

CONTENT OF NOTIFICATION. All reports of fires, breaks, leaks, spills, or blowouts, whether verbal
or written, shall identify the location of the incident by quarter-quarter, section, township, and range, and
by distance and direction from the nearest town or prominent landmark so that the exact site of the incident
can be readily located on the ground. The report shall specify the nature and quantity of the loss and also
the general conditions prevailing in the area, including precipitation, temperature, and soil conditions.
The report shall also detail the measures that have been taken and are being taken to remedy the situation
reported,

WATERCOURSE, for the purpose of this rule, is defined as any lake-bed or gully, draw, stream bed, wash,
arroyo, or natural or man-made channel through which water flows or has flowed.

RULE 117. WELL LOG, COMPLETION AND WORKOVER REPURTS

Within 20 days after the completion of a well drilled for oil or gas, or the recompletion of a well into
a different common source of supply, a completion report shall be filed with the Division on Form C-105.
For the purpose of this rule, any hole drilled or cored below fresh water or which penetrates oil or gas-
bearing formations or which is drilled by an "owner" as defined herein shall be presumed to be a well drilled
for oil or gas.



D -~ ABANDONMENT AND PLUGGING OF WELLS
RULE 201. NOTICE

Notice of intentlon to plug must be filed with the Division by the owner or his agent prior to the
commencement of plugging operatlions on Form C-103, Sundry Notices and Reports on Wells, which notice shall
state the name and location of the well and the name of the operator. In the case of a newly completed
dry hole, the operator may commence plugging by securing the approval of the Division as to the method of
plugging and the time plugging operations are to begin. He shall, however, file the regular notification
form,

RULE 202. PLUGGING AND ABANDONMENT
A. PLUGGING

Before any well 1s abandoned, it shall be plugged in a manner which will permanently confine all
oil, gas, and water in the separate strata originally containing them. This operation shall be accomplished
by the use of mud-laden fluid, cement and plugs, used singly or in combination as may be approved by the
Division. The exact location of abandoned wells shall be shown by a steel marker at least four inches
in diameter set in concrete, and extending at least four fecc above mean ground level. The name and number
of the well and its location (unit letter, section, township, and range)} shall be welded, stamped, or other-
wise permanently engraved into the metal of the marker. Seismic, core or other exploratory holes drilled
to or below sands containing fresh water shall be plugged and abandoned in accordance with the applicable
provisions recited above. Permanent markers are not required on seismic holes,

Within thirty days following the completion of plugging operations on any well, a record of the
work done shall be filed with the Division in TRIPLICATE, on Form C-103. Such report shall be filed by the
owner of the well and shall include the date the plugging operations were begun along with the date the work
was completed; a detalled account of the manner in which the work was performed; the depths and lengths of
the varlous plugs set; the nature and quantities of materials employed in plugging operatiouns; the amount,
size and depth of all casing left in the hole and the weight of mud employed in plugging the well and
any other pertinent information. No plugging report submitted on Form C~103 shall be approved by the Division
unless such report specifically states that pits have been filled and the location leveiled and cleared of
junk. The filing of Form C~105, Well Completion or Recompletion Report and Log is also necessary to obtain
Division approval of a plugging report,

It shall be the responsibility of the owner of the plugged well to contact the appropriate District
Office of the Division to arrange for an inspection of the plugged well and the location by a Division
representative,

B, TEMPORARY ABANDCNMENT

No well in this state shall be temporarily abandoned for a period in excess of six months unless
a permit for such temporary abandonment has been approved by the Division. Such permit shall be for a period
not to exceed one year and shall be requested from the appropriate District Office of the Division by filing
Form C~103 in triplicate, No such permit shall be approved unless evidence is furnished that the condition
of the well is such as to prevent damage to the producing zone, migration of hydrocarbons or water, the
contamination of fresh water or other natural resources, or the leakage of any substance at the surface.

The District Supervisor of the appropriate District Office of the Division shall have authority to
grant one extension to the permit for temporary abandonment. Such extension shall not exceed one year and
shall be requested in the same manner as the original permit for temporary abandonment. No extension shall
be approved unless good cause therefor is shown, and evidence is furnished that the continued condition of
the well 1s as described above,

Upon expiration of the permit for temporary abandonment and any extension thereto, the well shall
be put to bencficial use or shall be permanently plugged and abandoned, unless it can be shown to the Division
after notice and hearing that good cause exists why the well should not be plugged and abandoned, and a
further extension to the temporary abandonment permit should be issued, Prior to issuing such “further
extension,' the Division may at its option require the operator of the well to post with the Division a one-
well plugging bond for the well, in an amount determined by the Division to be satisfactory to meet the
particular requirements of the well.

The Division Director shall have the authority to waive the above requirement for notice and hearing
and grant further extension to a permit for temporary abandonment in the case of:

(1) a remote and unconnected commercial'gas well or a presently non-commercial gas well which
may reasonably be expected to be commercial within the foreseeable future; or

(2) a well in an oil pool in which secondary recovery operations have, by actual performance,
been shown to be commercially feasible, and which well may, with reasonable certainty, be
expected to be included in a bona fide secondary recovery project within the foreseeable future.



Prior to issuing such further extension, the Division Director may at his option require the
operator of the well to post with the Division a one-well plugging bond for the well, in an amount determined
by the Director to be satisfactory to meet the particular requirements of the well.

No "further extension,” whether issued by the Division or by the Division Director, shall be of
more than two years duration, but may be renewed if circumstances warrant.

C. DRILLING WELLS

When drilling operations on a well have been suspended for 60 days, the well shall be plugged and
abandoned unless a permit for temporary abandonment has been obtained for the well in accordance with
Section B above,

RULE 203. WELLS TO BE USED FOR FRESH WATER

When the well to be plugged. may safely be used as a fresh water well and such utilization is- desired by
the landowner, the well need not be filled above sealing plug set below the fresh water formation, provided
that written agreement for such use shall be secured from the landowner and filed with the Division.

RULE 204, LIABILITY

The owner of any well drilled for oil or gas, or any seismic, core or other exploratory holes, whether
cased or uncased, shall be responsible for the plugging thereof.



E - OIL PRODUCTION OPERATING PRACTICES
RULE 301, GAS-OIL RATIO AND PRODUCTION TESTS

. (a) Each operator shall take a gas—oil ratio test no sooner than 20 days nor later than 30 days
following the completion or recompletion of each o1l well, if (1) the well is a wildcat, or (2) the well is
located in a pool which is not exempt from the requirements of this rule. (Wells completed within one mile
of the outer boundary of a defined o0il pool producing from the same formation shall be governed by the
provisions of this rule which are applicable to the pool.) The results of the test shall be reported to
the Division on Form C-116 within 10 days following completion of the test. The gas-oil ratio thus reported
shall become effective for proration purposes on the first day of the calendar month following the date
they are reported.

Each operator shall also take an annual gas-oil ratio test of each producing oil well, located
within a pool not exempted from the requirements of this rule, during a period prescribed by the Division,
A gas-oll ratio survey schedule shall be established by the Division setting forth the period in which gas-
oil ratio test applicable shall be such test designated by the Division, made by such method and means,
and 1in such manner as the Division in its discretion may prescribe from time to time.

(b) The results of gas~oil ratio tests taken duri: ; survey periods shall be filed with the Division
on Form C-116 not later than the 10th of the month following the close of the survey period for the pool in
which the well is located, The gas-oil ratios thus reported shall become effective for proration purposes
on the first day of the second month following the close of the survey period. Unless Form C~116 is filed
within the required time limit, no further allowable will be assigned the affected well until Form C~116
is filed,

(c) In the case of special tests taken between regular gas—o0il ratio surveys, the gas—oil ratio
shall become effective for proration purposes upon the date Form C-116, reporting the results of such test,
its received by the proration department, A special test does not exempt any well from the regular survey.

(d) During gas-oil ratio test, no well shall be produced at a rate exceeding top unit allowable
for the pool in which it is located by more than 25 per cent. No well shall be assigned an allowable greater
than the amount of oil produced on official tests during a 24-hour period.

(e) The Divyision Director shall have the authority to exempt such pools as he may deem proper from
the gas~o0il ratic test requirements of this rule, Such exemption shall be by executive order directed to all
operators in the pool being exempted.

(£) The Division Director shall have the authority to require annual productivity tests of all oil
wells in pools exempt from gas-oil ratio tests, during a period prescribed by the Division. An o0il well
productiyity survey sched:le shall be established by the Division setting forth the period in which produc-
tivity tests are to be taken for each pool wherein such tests are required.

(g) The results of productivity tests taken during survey periods shall be filed with the Division
on Form C-116 (with the word "Exempt" inserted in the column normally used for reporting gas production) not
later than the 10th of the month following the close of the survey period for the pool in which the well is
located, Unless Form C-116 is filed within the required time limit, no further allowable will be assigned
the affected well until Form C-116 is filed,

(h) In the case of special productivity tests taken between regular test survey periods, which
result in a change of allowable assigned to the well, the allowable change shall become effective upon the
date the Torm C-116 is received by the proration department. A special test does not exempt any well from the
regular survey,

(1) During the productivity test, no well shall be produced at a rate exceeding top unit allowable
for the pool in which it is located by more than 25 per cent. No well shall be assigned an allowable greater
than the amount of oil produced on test during a 24-hour period.

RULE 302, SUBSURFACE PRESSURE TESTS

The operator shall make a subsurface pressure test on the discovery well of any new pool hereafter
discovered, and shall report the results thereof to the Division within 30 days after the completion of such
discovery well, On or before December 1 of each calendar year the Division shall designate the months in
which subsurface pressure tests shall be taken in designated pools, Included in the designated list shall
be listed the required shut~in pressure time and datum of tests to be taken in each pool. In the event
a newly discovered pool is not included in the Division's list, the Division shall issue a supplementary
Bottom Hole Pressure Schedule, Tests as designated by the Division shall only apply to flowing wells in
each pool, This test shall be made by a person qualified by both training and experience to make such test,
and with an approved subsurface pressure instrument which shall be calibrated against an approved dead-
weight tester at intervals frequent enough to ensure its accuracy within one per cent. Unless otherwise



designated by the Division all wells shall remain completely shut in for at least 24 hours prior to the
test, In the event a definite datum is not established by the Division the subsurface determination shall
be obtained as close as possible to the mid-point of the productive sand of the reservoir. The report shall
be on Form C~124 and shall state the name of the pool, the pool datum (if established), the name of the
operator and lease, the well number, the wellhead elevation above sea level, the date of the test, the total
time the well was shut in prior to the test, the subsurface temperature in degrees Fahrenheit at the test
depth, the depth in feet at which the subsurface pressure test was made, the observed pressure in pounds

per square inch gauge (corrected for calibration and temperature), the corrected pressure computed from
applying to the observed pressure the appropriate correction for difference in test depth and reservoir
datum plane and any other information as required by Form C-124,

RULE 303, SEGREGATION OF PRODUCTION FROM POOLS
A, SEGREGATION REQUIRED

Each pool shall be produced as a single common source of supply and the wells therein shall be
completed, cased, maintained, and operated so as to prevent communication, within the well-bore, with any
other specific pool or horizon, and the production therefrom shall at all times be actually segregated,
and the commingling or confusion of such production, before marketing, with the production from any other
pool or pools is strictly prohibited.

B. SURFACE COMMINGLING

The Division Director shall have the authority to grant an exception to Rule 303-A to permit the
commingling in common facilities of the commonly owned production from two or more common sources of supply,
without notice and hearing, provided that the liquid hydrocarbon production from each common source of supply
is to be accurately measured or determined prior to such commingling in accordance with the applicable provi-
sions of the Division ™Manual for the Installation and Operation of Commingling Facilities," then current.

Applications for administrative approval to commingle the production from two or more common sources
of supply shall be filed in triplicate with the Santa Fe Office of the Division. The application must contain
detailed data as to the gravities of the liquid hydrocarbons, the values thereof, and the volumes of the
1iquid hydrocarbons from each pool, as well as the expected gravity and value of the commingled liquid
hydrocarbons production; a schematic diagram of the proposed installation; a plat showing the location of all
wells on the applicant's lease and the pool from which each well is producing. The application shall also
state specifically whether the actual commercial value of such commingled production will t.e less than the
sum of the values of the production from each common source of supply and, if so, how much less.

Where State or Federal lands are involved, applicant shall furnish evidence that the Commissioner
of Public Lands for the State of New Mexico or the Regional Sup-rvisor of the United States Geological Survey
has consented to the proposed commingling,

C, DOWN-HOLE COMMINGLING

1, The Division Director shall have the authority to grant an exception to Rule 303-A to permit the
commingling in the well-bore of dually completed il wells when the following facts exist and the following
conditions are met:

(a) Both zones to be commingled in the well-bore are classified as oil zones.

(b) The total daily production from both zones before commingling (as determined in accordance
with Section 2, paragraphs (d) and (e) below) does not exceed the following:

Bottom perforation, lowermost pool Bbls/day
Less than 4,999 feet . 20
5,000 feet to 5,999 feet 30
6,000 feet to 6,999 feet 40
7,000 feet to 7,999 feet 50
8,000 feet to 8,999 feet 60
9,000 feet to 9,999 feet 70
More than 10,000 feet 80

(¢c) Both zones require artificial 1ift, or, both zones are capable of flowing. (Special
consideration may be glven to an exception of this latter requirement in the case in
which a particular well's characteristics may justify same; however, the commingled
production must be artificially lifted if either zone required artifical 1lift prior to
commingling.)

(d) Neither zone produces more water than the combined oil limit as determined in paragraph
(b) above,



(e) The fluids from each zone are compatible with the fluids from the other, and combining the
fluilds will not result in the formation of precipitates which might damage either reservoir.

(f) The total value of the crude will not be reduced by commingling.

(g) Ownership of the two zones to be commingled is common (including working interest, royalty,
and overriding royalty).

(h) The commingling will not jeopardize the efficiency of present or future secondary recovery
operations in either of the zones to be commingled,

2. To obtain approval for down-hole commingling, the operator of the well shall submit the following
in duplicate to the Division Director plus one copy to the appropriate District Office of the Division.

(a) Name and address of the operator.
(b) Lease name, well number, well location,

(c) Names of the pools the well is completed in and the Division order number which authorized
the iual completion.

(d) A current (within 30 days) 24-hour productivity test on Division Form C-116 showing the amount
of o0il, gas, and water produced from each zone.

(e) A production decline curve for both zones showing that for a period of at least one year
a steady rate of decline has been established for each zone which will permit a reasonable
allocation of the commingled production to each zone for statistical purposes. (This
requirement may be dispensed with in the case of a newly completed or recently completed
well which has little or no production history. However, a complete resume of the well's
completion history including description of treating, testing, etc., of each zone, and a
prognostication of future production from each zone shall be submitted.)

(f) Estimated bottom-hole pressure for each artifically lifted zone. A current (within 30 days)
measured bottom-hole pressure for each zone capable of flowing.

(g) A description of the fluid characteristics of each zone showing that the fluids will not be
incompatible in the well-bore,

(h) A computation showing that the value of the commingled production will not be less than the
sum of the values of the individual streams.

(i) A statement that all offset operators and, in the case of a well on Federal land, the United
States Geological Survey, have been notified in writing of the proposed commingling.

3. The Division Director may approve the proposed down-hole commingling in the absence of a valid
objection within 20 days after the receipt of the application if, in his opinion, there is no disqualifying
disparity of bottomhole pressures of other reservoir characteristics, waste will not result thereby, and correla-
tive rights will not be violated. The 20-day waiting period may be dispemnsed with upon receipt of waivers of
objection from all parties mentioned in Section 2, paragraph (i).

4, Upon such approval, the well shall be operated in accordance with the provisions of the administra-
tive order which authorized the commingling, and allocation of the commingled production from the well to each
of the producing zones shall be in accordance with the allocation formula set forth in the order. The production
from the well shall be subject to the lower of the daily gas—oil ratio limitations applicable to the reservoirs.
Wells shall be tested on a comwmingled basis annually, except that a well penalized for a high gas-o0il ratio
shall be tested semi~annually,

5. The Division Director may rescind authority to commingle production in the well-bore and require
both zones to be produced separately, 1if, in his opinion, waste or reservoir damage is resulting thereby or the
efficiency of any secondary recovery project is being impaired, or if any change of conditions renders the
installation no longer eligible for down-hole commingling under the provisions of Section 1, paragraphs (2)
through (h),

RULE 304, CONTROL OF MULTIPLE COMPLETED WELLS

Multiple completed wells which have been authorized by the Division shall at all times be operated, produced, -
and maintained in a manner to ensure the complete segregation of the various common sources of supply. The
Division may require such tests as it deems necessary to determine the effectiveness of the segregation of the
different common sources of supply. '

RULE 305. METERED CASINGHEAD GAS

The owner of a lease shall not be required to measure the exact amount of cashinghead gas produced and
used by him for fuel purposes in the development and normal operation of the lease. All casinghead gas produced
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and sold or transported away from a lease, except small amounts of flare gas, shall be metered and reported

in standard cubic feet monthly to the Division. The amount of casinghead gas sold in small quantities for use
in the field may be calculated upon a basis generally acceptable in the industry, or upon a basis approved by
the Division in lieu of meter measurements.

RULE 306. CASINGHEAD GAS

(a) No casinghead gas produced from any well in this state shall be flared or vented after 60
days following completion of the well, )

(b) Any operator seeking an exception to the foregoing shall file an application therefor on
Division Form C-129, Application for Exception to No-Flare Rule 306. Form C-129 shall be filed in triplicate
with the appropriate district office of the Division. The district supervisor may grant an exception when the
same appears reasonably necessary to protect correlative rights, prevent waste, or prevent undue hardships on
the applicant, The district supervisor shall either grant the exception within ten days after receipt of the
application or refer it to the Division Director who will advertise the matter for public hearing if a hearing
1s desired by the applicant,

(c) The flaring or venting by an operator of gas from any well in violation of this rule will
result in suspension of the allowable assigned to the well,

(d} No extraction plant processing gas in the State of New Mexico shall flare or vent such
gas unless such flaring or venting is made necessary by mechanical difficulty of a very limited temporary
nature or unless the gas flared or vented is of no commercial value.

In the event of a more prolonged mechanical difficulty or in the event of plant shut-downs
or curtailment because of scheduled or non-scheduled maintenance or testing operations or other reasons, or
in the event a plant is unable to accept, process, and market all of the casinghead gas produced by wells
connected to its system, the plant operator shall notify the Division as soon as possible of the full details
of such shut-down or curtailment, following which the Division shall take such action as is necessary to
reduce the total flow of gas to such plant,

(e) Pending connection of a well to a gas-gathering facility, or when a well has been excepted
from the provisions of Section (a) of this rule, all gas produced and not utilized shall be burned, and the
estimated volume reported on the monthly production report, Form C-115.

(f) The provisions of Section (2) of this rule shall not be applicable to wells completed prior
to January 1, 1971, in pools which had no gas-gathering facilities on that date, provided however, said
provisions shall be applicable to all wells in such a pool 60 days after the date of first casinghead gas
connection in the pool,

RULE 307. USE OF VACUUM PUMPS

Vacuum pumps or other devices shall not be used for the purpose of creating a partial vacuum in any
stratum containing oil or gas.

RULE 308, SALT OR SULPHUR WATER

Operators shall report monthly on Form C-115 the amount of percentage of salt or sulphur water produced
with the oil by each well making 2 percent or more water.

RULE 309~A CENTRAL TANK BATTERIES -~ AUTOMATIC CUSTODY TRANSFER EQUIPMENT

011 shall not be transported from a lease until it has been received and measured in a facility of an
approved design located on the lease., Such facilities shall permit the testing of each well at reasonable
intervals and may be comprised of manually gauged closed stock tanks for which proper strapping tables have
been prepared, with a maximum of sixteen proration units producing into said tanks, or of automatic custody
transfer (ACT) equipment. The use of such automatic custody transfer equipment shall be permitted only after
compliance with the following:

1. The operator shall file with the Division Form C-106, Notice of Intention to Utilize Automatic
Custody Transfer Equipment, and shall receive approval thereof prior to transferring oil through the ACT
system, The carrier shall not accept delivery of oil through the ACT system until Form C-106 has been approved..

2., Form C-106 shall be submitted in quadruplicate to the appropriate District Office of the Division
and shall be accompanied (in quadruplicate) by the following:

(a) Plat of the lease showing thereon all wells which will be produced into the ACT system.
(b) Schematic diagram of the ACT equipment, showing thereon all major components such as surge

tanks and their capacity, extra storage tanks and their capacity, transfer pumps, monitors,
reroute valves, treaters, samplers, strainers, air and gas eliminators, back pressure valves,



metering devices (dndicating type and capacity, i.e., whether automatic measuring tank,
positive volume metering chamber, weir-type measuring vessel, or positive displacement
meter). Schematic diagram shall also show means employed to prove accuracy of measuring device.

(c) Letter from transporter agreeing to utilization of ACT system as shown on schematic diagram.

3. Form C-106 will not be approved by the Division unless the ACT system is to be installed and
operated 1in compliance with the following:

(a) Provision must be made for accurate determination and recording of uncorrected volume and
applicable temperature, or of temperature corrected volume. The overall accuracy of the
system shall equal or surpass manual methods.

(b) Provision must be made for representative sampling of the oil transferred for determination
of API gravity and BS&W content.

(c) Provision must be made if required by either the producer or the transporter of the oil to
give adequate assurance that only merchantable oil is run by the ACT system.

(d) Provision must be made for set-stop counters to stop the flow of oil through the AC™ system
at or prior to the time the allowable has been run. All counters shall provide non-reset
totalizers which shall be visible for inspection at all times.

(e} All necessary controls and equipment must be enclosed and sealed, or otherwise be so arranged
as to provide assurance against, or evidence of, accidental or purposeful mismeasurement
resulting from tampering.

(f) A1l components of the ACT system shall be properly sized to ensure operation within the range
of their established ratings. All components of the system which require periodic calibration
and/or inspection for proof of continued accuracy must be readily accessible. The frequency
and methods of such calibration and/or inspection shall be set forth in Rule 309-A, é4-c.

(g) The control and recording system must include adequate fail-safe features which will provide
assurance against mismeasurement in the event of power failure, or the failure of the ACT
system's component parts,

(h) 1. The ACT system and allied facilities shall include such fail-safe equipment as may be
necessary, including high level switches in the surge tank or overflow storage tank which,
in the event of power failure or malfunction of the ACT or other equipment, will shut down
all artificially lifted wells connected to the ACT system and will shut in all flowing wells
at the well-head or at the header manifold, in which latter case all flowlines shall be
pressure~tested to at least 1% times the maximum well-head shut~in pressure prior to initial
use of the ACT system and each two years thereafter,

2. As an alternative to the requirements of paragraph (b) 1 above, the producer shall provide
and shall at all times maintain a minimum of available storage capacity above the normal high
working level of the surge tank to receive and hold the amount of oil which may be produced
during maximum unattended time of lease operation.

4, (a) In all ACT systems employing automatic measuring tanks, weir-type measuring vessels, positive
volume metering chambers, or any other volume measuring container, the container and allied
components shall be properly calibrated prior to initial use and shall be operated, maintained,
and inspected as necessary to ensure against incrustation, changes in clingage factors, valve
leakage or other leakage, and improper action of floats, level detectors, etc.

(b) In all ACT systems employlng positive displacement meters, the meter(s) and allied components
shall be properly calibrated prior to initial use and shall be operated, maintained, and inspected
as necessary to ensure against mismeasurement of oil.

(c) The measuring and recording devices of all ACT systems shall be checked for accuracy at least
once each month unless exception to such determination has been obtained from the Division Director.
API Standard 1101, "Measurement of Petroleum Liquid Hydrocarbons by Positive Displacement Meter,"
shall be used where applicable., Meters may be proved against Master Meters, Portable Prover Tanks,
or Prover Tanks permanently installed on the lease. If permanently installed Prover Tanks are used,
the distance between the opening and closing levels and the provision for determining the opening
and closing readings shall be sufficient to detect variations of 5/100 of one percent. Reports

of determination shall be filed on the Division Form entitled "Meter Test Report," or on another
acceptable form and shall be submitted in duplicate to the appropriate District Office of the
Division,

(d) To obtain exception to the requirement of paragraph (c) above that all measuring and

recording devices be checked for accuracy once each month, either the producer or transporter may
file such a request with the Division Director setting forth all facts pertinent to such exception. The
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application shall include a history of the average factors previously obtained, both
tabulated and plotted on a graph of factors versus time, showing that the particular in-
stallation has experienced no erratic drift. The applicant shall also furnish evidence that
the other interested party has agreed to such exception. The Division Director may then

set the frequency for determination of the system's accuracy at the interval which he deems
prudent,

5. Failure to operate an automatic custody transfer system in compliance with this rule shall
subject the approval thereof to revocation by the Division.

RULE 309-B. ADMINISTRATIVE APPROVAL, LEASE COMMINGLING

The Division Director shall have authority to grant exceptions to Rule 309-A to permit the commingling
of production from two or more separate leases in a common tank battery without notice and hearing, provided
application has been filed in triplicate with the Division and is accompanied by plats of the leas®s showing
thereon the wells on the leases and the formations in which they are completed, and schematic diagrams of
the commingling facility, showing it to be of an acceptable design in accordance with the Division "Manual
for the Installation and Operation of Commingling Facilities," then current, and provided further that:

1. All production i from the same common source of supply or an exception to Rule 303 (a) has been
obtained.

2, Adequate facilities will be provided for accurately determining production from each well at
reasonable intervals,

3, All parties owning an interest in the leases and the purchaser of the commingled production
therefrom have consented in writing to the commingling of production from the separate leases.

4, In lieu of paragraph 3 of this rule, the applicant may furnish proof of the fact that said
parties were notified by registered or certified mail of his intent to commingle production from the separate
leases. The Division Director may approve the application if, after a period of 20 days following receipt
of the application, no party has made objection to the application.

5, In addition to the foregoing requirements for administrative approval to commingle production
from two or more separate leases, the following requirements shall also apply:

(a) To commingle production from two or more separate leases in a common tank battery without
first separately measuring the production from each such lease, the ownership of the leases
must be common throughout, This shall include working interest ownership, royalty owner-
ship, and overriding royalty ownership.

(b) To commingle production from two or moxre separate leases in a common tank battery where
there is a diversity of ownership (whether in working interest, royalty interest, or
overriding royalty interest) the hydrocarbon production from each lease shall be accurately
measured and determined in accordance with the applicable provisions of the Division
"Manual for the Installation and Operation of Commingling Facilities," then current.

RULE 309-C, ADMINISTRATIVE APPROVAL, OFF-LEASE STORAGE

For good cause shown, the Division Director shall have authority to grant an exception to Rule 309-A
to permit the production from one lease to be transported prior to measurement to another lease for storage
thereon, provided an application reflecting ownership of the leases has been filed in triplicate with the
Division and is accompanied by plats of the leases showing thereon the wells on the leases and the formations
in which they are completed and the proposed location of the tank battery, and provided further that:

1. All production is from the same common source of supply.
2, Commingling of production from the two leases will not result.

3, There will be no intercommunication of the handling, separating, treating, or storage facilities
designated to each lease.

4, All parties owning an interest in the leases have consented in writing to the off-lease storage.

5. In lieu of paragraph 4 of this rule, the applicant may furnish proof of the fact that saild
parties were notified by registered or certified mail of his intent to transport prior to
measurement the production from one lease to another lease for.storage. The Division Director
may approve the application if, after a period of 20 days following receipt of the application,
no party has made objection to the application.
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6. Where State or Federal lands are involved, the applicant shall furnish evidence that the
Commissioner of Public Lands for the State of New Mexico or the Regional Supervisor of the
United States Geological Survey has consented to the proposed off-lease storage.

RULE 310. OIL TANKS AND FIRE WALLS

0il shall not be stored or retained in earthen reservoirs, or in open receptacles. Dikes or fire walls
shall not be required except such fire walls must be erected and kept around all permanent oil tanks, or
battery of tanks that are within the corporate limits of any city, town, or village, or where such tanks are
closer than 150 feet to any producing oil or gas well or 500 feet to any highway or inhabited dwelling or
closer than 1000 feet to any school or church, or where such tanks are so located as to be deemed an objection-
able hazard within the discretion of the Division, Where fire walls are required, fire walls shall form a
reservoir having a capacity one~third larger than the capacity of the enclosed tank or tanks.

RULE 311, SEDIMENT OIL

(a) "Sediment 0il" is defined as tank bottoms and any other accumulations of liquid hydrocarbons
on an 0il and gas lease, which hydrocarbons are not merchantable through normal channels.

(b) No sediment o0il shall be burned or otherwise destroyed unless and until the Division has
approved an application to destroy the same on Form C-117-A (Sediment 0il Destruction Permit). Unless the
authorization to burn sediment oil is utilized within ten (10) days after approval of the Form C-117-A, such
authorization is automatically revoked. However, the District Supervisor may approve one ten (10) day
extension in writing for a good cause shown. No sediment oil destruction permit shall be required when the
sediment oil is put to beneficial use on the originating lease for purposes of oiling lease roads, fire
walls, tank grades, or other similar purposes.

(c) When sediment oil is to be removed from a lease for reclamation, the person removing such
sediment oil shall obtain a permit (Form C-117-B) from the appropriate District Office of the Division prior
to removal of the oil from the lease. Any merchantable oil recovered from sediment o0il shall be charged
against the allowable for the wells on the originating lease, All such recovered oil shall be reported
by the operator of the lease on Form C-115 (Operator's Monthly Report). Nothing contained in paragraph (c)
of this Rule shall apply to reclaiming of pipeline break oil or the treating of tank bottoms occurring at a
pipeline break oil or the treating of tank bottoms occurring at a pipeline station, crude oil storage terminal,
or refinery, to the treating by a gasoline plant operator of oil and other catchings collected in traps
and drips in the gas gathering lines connected to gasoline plants and in scrubbers at such plants, nor to the
treating or reclamation of 0il and other catchings collected in community salt water disposal systems.

RULE 312, TREATING PLANTS
No treating plant shall operate except in conformity with the following provisions:

(a) Prior to the construction of a treating plant, a written application shall be filed for a
treating plant permit stating in detail the location and type and capacity of the plant contemplated. The
Division, in not less than 30 days, will set such application for hearing to determine whether the proposed
plant and method of processing will efficiently process, treat, and reclaim sediment oil. Before beginning
actual operations, the permittee shall file with the Division a performance bond in the amount of $10,000,
conditioned upon substantial compliance with applicable statutes of the State of New Mexico and all rules,
regulations, and orders of the 0il Conservation Division.

(b) Such permit shall entitle the treating plant operator to an approved Form C-104, Request
for Allowable and Authorization to Transport 0il and Natural Gas for the total amount of products secured
from sediment oils processed by the operator. All permits shall be revocable, after notice and hearing, upon
showing of good cause.

(c) All treating plant operators shall file a monthly report which shall support the Division
Form C-104 for the net oil recovered and sold during the preceding month. See Rule 1118.

The operator of each lease from which sediment o0il is removed for reclamation shall be promptly notified
by the treating plant operator of the amount of pipeline o0il recovered therefrom. In the event sediment oil
from two or more separate leases is to be commingled prior to treating, the treating plant operator shall
determine the amount of pipeline o0il attributable to each lease by testing a representative sample of the
sediment oil from said lease in accordance with the standard ceuntrifugal test prescribed by the API Code for
Measuring, Sampling, and Testing Crude 0il, Number 25, Section 5.

RULE 313, EMULSION, BASIC SEDIMENTS, AND TANK BOTTOMS

Wells producing oil shall be operated in such a manner as will reduce as much as practicable the formation
of emulsion and basic sediments, These substances and tank bottoms shall not be allowed to pollute streams
or cause surface damage. If tank bottoms are removed to surface pits, the pits shall be fenced aund the fence
shall be kept in good repair,



RULE 314. - GATHERING, TRANSPORTING AND SALE OF DRIP

(a) "Prip" is defined as any liquid hydrocarbon incidentally accumulating in a gas gathering
or transportation system,

(b) The waste of drip is hereby prohibited when it is economically feasible to salvage the same.

(c) The movement and sale of drip is hereby authorized, provided the provisions of this Rule
are complied with.

(d) No drip shall be transported nor sold until the gas transporter has filed Division Form
C-104 designating the drilp transporter authorized to remove the drip from its gas gathering or transportation
system.

(e) Every person transporting drip within the State of New Mexico shall file Division Form C-112
each month, showing the amount, source, and disposition of all drip handled during the reporting period, and
such other reports as may hereafter be required by the Division.

(f) Prior to commencement of operations, every person transporting drip directly from a gas
gathering or transportation system shall file with the Division plats drawn to scale, locating and i .:ntifying
each drip trap which he 1s authorized to service.

(g) Every person transporting drip directly from a gas gathering or transportation system
shall keep a record of daily acquisitions from each drip trap which he is authorized to service, which records
shall be made available at all reasonable times for inspection by the Division or its authorized representatives.

(h) Every gas transporter in the State of New Mexico shall, on or before the first day of November
of each year, file with the Division maps of its entire gas gathering and transportation systems within the
State of New Mexico, locating and identifying thereon each drip trap in said systems, said maps to be
accompanied by a report, on a form prescribed by the Division, showing the disposition being made of the
drip from each of said drip traps.



F - NATURAL GAS PRODUCTION OPERATING PRACTICE
RULE 401, METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL

All operators shall conduct tests to determine the dally open flow potential volumes of all natural
gas wells from which gas is being used or marketed, Such tests shall be reported on forms prescribed by the
Division within 60 days after: (1) the date of initial connection of the well to a gas transportation facility
and (2) the date of reconnection following workover. R

To establish comparable open flow capacity, wells shall be tested in accordance with the 0il Conservation
Division "Manual for Back-Pressure Testing of Natural Gas Well." In the event the Division approves the
alternate method for testing, all wells producing from a common source of supply shall be tested in a uniform
and comparable manner.

All gas wells which are not connected to a gas gathering facility shall be tested within 30 days
following the installation of a Christmas tree. Tests shall be taken in accordance with the Rules of Procedure
for Testing Unconnected Gas Well contained in the 0il Conservation Division "Manual for Back-Pressure Testing
of Natural Gas Wells." Tests shall be reported on Form (-122 in compliance with Rule 1122 and shall be filed
within 10 days following completion of the test.

RULE 402, METHOD AND TIME OF SHUT-IN PRESSURE TESTS

(a) Shut-in pressure tests shall be taken on all natural gas wells annually. Such tests shall
be taken by the operator of the well during the months of July, August, or September unless otherwise
specified by special pool rules or special directive, Tests shall be reported to the appropriate District
Office of the Division on Form C-125 not later than October 15 of the same year.

(b) Shut-in pressures shall be taken with a dead-weight gauge after a minimum shut-in period
of 24 hours. VWhen the shut~in period exceeds 24 hours, the length of time the well was shut in shall be
reported to the Division.

{(c) The Division Director may prescribe special shut—in pressure test periods and procedures
for pools when he deems the same necessary in order to obtain more accurate pressure data.

RULE 403, NATURAL GAS FROM GAS WELLS TO BE MEASURED

All natural gas produced shall be accounted for by metering or other method approved by the Division
and reported to the Division by the common purchaser of the gas. Gas produced from a gas well and delivered
to a gas transportation facility shall be reported by the owner or operator of the gas transportation facility.
Gas produced from a gas well and required to be reported under this rule, which is not delivered to and
reported by a gas transportation facility, shall be reported by the operator of the well.

RULE 404, NATURAL GAS UTILIZATION

(a) After the completion of a natural gas well, no gas from such well shall be (1) permitted
to escape to the air, (2) used expansively in engines or pumps and then vented, or (3) used to gas-lift
wells unless all gas produced is processed in a gasoline plant, used in the manufacture of carbon black,
or beneficially used thereafter without waste.

(b) Carbon black plants may utilize natural gas only in those instances in which all casinghead
gas and residue gas produced in the vicinity of or which may reasonably be reached from the carbon black
plant, is being used beneficially,

(c) Any carbon black plant constructed after June 10, 1954, or any then existing carbon black
plant which enlarges or expands its facilities for the manufacture of carbon black, may utilize natural gas
in the manufacture of carbon black only after permission of the Division is obtained upon due notice and
hearing,

RULE 405, STORAGE GAS

With the exception of the requirement to meter and report monthly the amount of gas injected and the
amount of gas withdrawn from storage, in the absence of waste these rules and regulations shall not apply
to gas belng injected into or removed from storage. {See Rule 1131.) -

RULE 406, CARBON DIOXIDE

The statewide regulations relating to gas and natural gas, gas wells, and gas reservoirs including,
but not limited to, those provisions relating to well locations, acreage dedication requirements, casing
and cementing requirements, and measuring and reporting of production shall also apply to carbon dioxide gas,
carbon dioxide wells, and carbon dioxide reservoirs.

RULE 407, DISCONNECTION OF GAS WELLS

All gas wells which are disconnected from intrastate gas transportation facilities shall be reported to
the Division by the operator of the well or wells within 30 days of the date of disconnectiomn. Such notice
must be filed on Form C-130 in compliance with Rule 1130.
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G ~ OIL PRORATION AND ALLOCATION
RULE 501. REGULATION OF OIL POOLS

(a) To prevent waste, the Division shall prorate and distribute the allowable production among
the producers in a pool upon a reasonable basis and recognizing correlative rights.

(b) After notice and hearing, the Division in order to prevent waste and protect correlative
rights, may promulgate special rules, regulations, or orders pertaining to any pool.

RULE 502. RATE OF PRODUCING WELLS

I. Dailly Tolerance

(a) It is recognized that oil wells located on units capable of producing their allowables may over-
produce one day and underproduce another., No unit capable of producing its allowable, except for the purpose
of testing, in the process of completing or recompleting a well or for tests made for the purpose of obtaining
scientific data, shall produce any day more than 1257 of the daily top unit allowable for the pool in which
the same is located. ({Subject to the foregoilng, any underproduction may be made up by production from the
same unit within the same month, and in like manner any overproduction shall be adjusted or balanced by under-
production from the same unit, within the same proration period.)

(b) It 1s also recognized that certain wells must, as a matter of practicality, be produced at daily
rates In excess of 1257 of the daily top unit allowable for the pool in which such wells are located. The
Division Director is hereby gilven authority to grant exceptions to the provisions of paragraph (a) above,
without formal hearing, where application is filed in due form setting out the reasons for such requested
exception; applicants for such exceptions shall, at the time of filing, also furnish each operator in the
pool in which the subject well is located, a copy of such application. Included in any application for
exception or attached thereto, filed under authority hereof, shall be a formal written statement by the
applicant that every operator in the pool in which the subject well is located has been served with a copy
of such application. The Division Director shall wait at least ten (10) days after receipt before approving
any such application, and shall approve the same only in absence of objection from any operator or interested
party, or in his discretion., In the event the Director for any reason fails to approve such application,
the Division after notice will hear and determine the matter.

II, Monthly Tolerance

No unit shall produce during any one proration period more than the allowable production of such
unit for the proration period plus a tolerance of not to exceed five (5) days allowable production. Tais
permissive tolerance of overproduction from a unit shall be subject to all other provisions of Rule 502 and
particularly to the provisions of Paragraph IV, This permissive tolerance of overproduction from a unic shall
be adjusted or balanced by subsequent corresponding underproduction from the same unit. Overproduction within
the permitted tolerance shall be considered as oil produced against the allowable production assigned to the
unit for the proration pericd during which such overproduction is adjusted or balanced by underproduction.

I1I, Production in Excess of Monthly, Allowable, Plus Tolerance

011 produced from any unit in excess of the assigned monthly allowable plus the permissive proration
period tolerance shall be "illegal o0il" as defined in the 0il and Gas Act, unless (a) such excess oil be
produced as a result of mistake or error, (b) mechanical failure beyond the immediate control of the operator,
or, (c¢) resulting from essential tests of the unit within the purview of Oil Conservation Rules. Whenever
production from any unit for a proration period is in excess of the assigned allowable, plus the permitted
tolerance authorized herein and the cause of such excess reasonably falls within (a), (b), or (c) of this
paragraph, the producer or operator shall briefly set forth the cause of such excess production together
with a proposed plan of adjustment thereof, upon all copies of the operator's monthly report (Form C~115)
for the month in which such excess production occurs., Such excess production shall be considered as oil
produced against the allowable assigned to. the unit for the following proration period, and it may be
transported from the lease tanks only as and when the unit accrues daily allowable to offset such excess
production,

IV. General
The tolerance permitted on a daily or monthly basis as provided hereinabove shall not be construed
to increase the allowable of a producing unit or to grant authority to any operator to market or to any
transporter to transport any quantity of oil in excess of the unit's allowable.
The possession of a quantity of oll in lease storage at the end of ,any proration period in excess

of five days allowable plus any rerun allowable oil shall be construed as violation of this Rule,
unless reported in the manner and within the time provided for filing Form C-115 provided by Section III above.
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V. Storage Records

All producers and all transporters of oil are required to maintain adequate records showing unrun
allowable oil in storage at the end of each proration period. Such storage oil shall be the amount of oil
in tanks from which oil is measured and delivered to the transporter.

RULE 503, AUTHORIZATION FOR PRODUCTION OF OIL

(a) Except as provided below, the daily top unit allowable for any oil pool shall be 100 percent
of the depth bracket allowable for the pool determined pursuant to the provisions of Rule 505.

(b) Every other month the Division shall, within five days prior to the end of the month, make
a determination as to the likelihood of the total producing capacity of all oil wells in the state being in
excess of anticipated reasonable market demand for crude petroleum oil from this state.

If the Division determines that such capacity may be in excess of the anticipated reasonable
market demand, and that a market demand factor of less than 100 percent may be necessary to prevent waste,
then it shall immediately institute proper proceedings for a hearing to be held before the 20th day of the
following month to determine actual reasonable market demand -or the next two succeeding months.

(c) At said hearing the Division shall consider all evidence of market demand for crude
petroleum oil from this state, and if it is determined that the market demand percentage factor should be
less than 100 percent, an order shall be issued establishing the market demand factor for the ensuing two-
month period and setting a date for the next market demand hearing,

(d) The market demand factor thus established shall be multiplied by the applicable depth bracket
allowable for each well and each pool to determime its top unit allowable. Any fraction of a barrel shall
be regarded as a full barrel in determining top unit allowable.

Upon initial establishment of a market demand factor, and from time to time thereafter, the
Division shall issue a proration schedule authorizing the production of oil from the various proration units
in the various pools in the state. Any well completed or recompleted after the issuance of said schedule
and for which Form C-104 has been approved, shall, by supplement to the schedule, be authorized a daily
allowable equal to the ability of the well to produce up to and including the top unit allowable in effect.
The allowable for such well shall become effective at 7:00 a.m. on the date of completion, provided Form
C-104 is submitted and approved within ten days following date of completion; otherwise the allowable
shall be effective on the date the C~104 is approved. (As provided in Rule 1104, "date of completion"
is the datc when new oil is delivered into the stock tanks.)

(e) A non-merginal unit is defined as being a proration unit which is capable of producing top
unit allowable for the pool in which it is located and to which has been assigned a top unit allowable.
Any such non-marginal unit shall be permitted to produce said top unit allowable without waste and subject
to the provisions of Rules 301, 502, and 506, and all other applicable units. Top unit allowable will be
assigned only to those units which by tests have demonstrated their ability to produce top unit allowable.

A marginal unit Is defined as being a proration unit which is incapable of producing top
unit allowable for the pool in which it is located as evidenced by well test, production history, or other
report or form filed by the operator with the Division, Any such marginal unit shall be permitted to
produce any amount of oil which it is capable of producing without waste up to top unit allowable for the pool,
subject to the provisions of Rules 301,502, and 506, and all other applicable rules, provided that an allow-
able has been assigned to the unit to authorize such production.

A penalized unit is defined as being a proration unit to which, because of an excessive
gas~0il ratlo, an allowable has been assigned which is less than top unit allowable for the pool and also
less than the ability of the well(s) on the unit to produce. Such penalized allowable shall be determined
in accordance with the procedure set forth in Rule 506. In calculating a penalized allowable, any fraction
of a barrel shall be regarded as a full barrel,

(£) Any change in the allowable assigned to any unit-non-marginal, marginal, or penalized, shall
be accomplished through issuance of a new proration schedule or by supplement to a previously issued
proration schedule. A periodic tabulation of all supplement to the current proration schedule shall be made
and distributed by the Division,

() The provisions of Rule 104(h) et seq. shall be adhered to in fixing top unit allowables.

(h) In the event it becomes necessary for any transporter of crude petroleum to resort to
pipeline proration in New Mexico, such transporter shall, as soon as possible and not later than 24 hours
after the effective date thereof, notify the Division of its decision to so prorate; upon receipt of such
notice from such transporter, the Division may take such emergency action, as may be deemed proper, and/ox
upon its cwn motion, after notice, hold a hearing for the purpose of considering any action within its
authority, to preserve and protect correlative rights.
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In case of pipeline proration any operator affected thereby has the right to make application
to the Division for authorization to have any shortage or underproduction resulting therefrom included in
subsequent proration schedules. Such applications shall be made upon a form hereby authorized to be prescribed
by the Division and filed therewith within thirty days after the close of the first proration pericd in which
such pipeline proration shortage occurred, and such authorization shall be limited in any event to wells
capable of producing the daily top unit allowable for such period.

In approving any such application the Division shall determine the period of time during
which such shortage shall be made up without injury to the well or pool, and shall include the same in the
regularly approved proration schedules following the conclusion of pipeline proration.

RULE 504. AUTHORIZATION FOR PRODUCTION OF OIL WHILE COMPLETING, RECOMPLETING, OR TESTING AN OIL WELL

(a) In the event an dperator does not have sufficient lease storage to hold oil produced from a
well during the process of 1ts drilling, completing, recompleting, or testing, the operator of said well shall
be permitted to produce and sell from said well an amount of 0il as may be necessary to drill, complete,
recomplete or test said well; provided however, that the operator of said well shall file with the Division
a written application stating the circumstances at said well and setting forth therein the estimate amount
of oil to be produced during the aforementioned process of operations, and provided further that sair.
application is approved by the Division., Oil produced during the process of drilling, completion or re-
completion, or testing a well shall be charged against the allowable production of said well.

(b) No well shall be placed on the proration schedule until Form C-104 has been filed with and
approved by the Division,

RULE 505. DEPTH BRACKET ALLOWABLES

(a) Subject to the market demand percentage factor determimed pursuant to the provisions of Rule
503, the daily oil allowable for each oil pool in the state shall be equal to the appropriate depth bracket
allowable below, The depth of the casing shoe or the top perforation in the casing, whichever is higher,
in the first well completed in the pool shall determine the depth classification for the pool. Daily oil
allowables for each of the several ranges of depth and spacing patterns shall be as follows:

POOL DEPTH RANGE DEPTH BRACKET ALLOWABLE
40 Acres 80 Acres 160 Acres

0 to 4,999 feet 80 bbls. 160 bbls.
5,000 to 5,999 " 07 " 187 " 347 bbls.
6,000 to 6,999 " 142 0" 222 v g2 "
7,000 to 7,999 " 187 267 " 427 "
8,000 to 8,999 " 230 " 310 " 470 "
9,000 t0 9,999 " 275 " 355 " 515 "
10,000 t0 10,999 " 320 " 400 " 560 "
11,000 to 11,999 " 365 " 445 " 605 M
12,000 to 12,999 " 410 " 490 " 650 "
13,000 to 13,999 " 455 " 535 " 695 "
14,000 to 14,999 " 500 " 580 " 740 "
15,000 to 15,999 " 545 625 " 785 "
16,000 to 16,999 590 " 670 " 830 "
17,000 to 17,999 " 635 " 715 " 875 "

(b) The 40-acre depth bracket allowables shall apply to all undesignated wells not governed
by special pool rules and to all pools developed on the normal 40-acre statewlde spacing unit.

(c) The 80-acre and 160-acre depth bracket allowables shall apply to wells governed by applicable
special pool rules promulgated by the Division as an exception to the normal 40-acre statewide spacing unit,

(d) The Division may, where the same is deemed available, assign to a given pool a special depth
bracket allowable at variance to the depth bracket allowable normally assigned to a pool of similar depth
and spacing, Such special allowable may be more or less than the regular depth bracket allowable and shall
be assigned only after notice and hearing.,

In assigning a lesser than regular depth bracket allowable, the Division may consider, among
other pertinent factors, reservoir damage, casinghead gas production and disposition, water production and
disposition, transportation facilities, the prevention of surface or underground waste, and the protection
of correlative rights, '

Aséignment of a greater than regular depth bracket allowable shall be made only after sufficient
reservoir information is available to ensure that said allowable can be produced without damage to the reservoir



and without causing surface or underground waste. The Division shall also consider the availability of crude
oil transportation and marketing facilities, casinghead gas transportation, processing, and marketing facilities,
water disposal facilities, the protection of correlative rights, and other pertinent factors.

RULE 506, GAS-OIL RATIO LIMITATION

(a) In allocated pools containing a well or wells producing from a reservoir which contains
both oil and gas, each proration unit shall be permitted to produce only that volume of gas equivalent to the
applicable limiting gas—oil ratio multiplied by the top unit oil allowable for the pool. In the event the
Division has not set a gas~oil ratio limit for a particular oil pool, the limiting gas—-oil ratio shall be
2,000 cubic feet of gas for each barrel of oil produced. In allocated oil pools all producing wells, whether
0il or casinghead gas, shall be placed on the oil proration schedule.

(b) Unless heretofore or hereafter specifically exempted by order of the Division issued
after hearing, a gas-oil ratio limitation shall be placed on all allocated oil pools, and all proration units
having a gas—oil ratio exceeding the limit for the pool shall be penalized in accordance with the following
formula:

(1) .2y proration unit which, on the basis of the latest official gas-oil ratio test,
has a gas-0ll ratio in excess of the limiting gas-oil ratio for the pool in which it is located shall be
permitted to produce daily that number of barrels of o0il which shall be determined by multiplying the current
top unit allowable by a fraction, the numerator of which shall be the limiting gas-oil ratio for the pool and
the denominator of which shall be the official gas-oil ratio test of the well.

(2) Any unit containing a well or wells producing from a reservoir which contains both oil
and gas shall be permitted to produce only that volume of gas equivalent to the applicable limiting gas-oil
ratio multiplied by the top unit allowable currently assigned to the pool. ’

(3) A marginal unit shall be permitted to produce the same volume of gas which it would
be permitted to produce if it were a non-marginal unit,

(c) All proration units to which gac-oil ratio adjustments are applied shall be so indicated
In the proration schedule with adjusted allowables stated.

(d) In cases of new pools, the limit shall be 2,000 cubic feet per barrel until such time as
changed by order of the Division issued after a hearing. Upon petition and after notice and hearing according
to law, the Division will determine or redetermine the specific gas—~oil ratio limit which is applicable
to a particular allocated oil pool.

RULE 507, UNITIZED AREAS

After petition and notice and hearing, the Division may grant approval for the combining of contiguous
developed proration units into a unitized area.

RULE 508, RECOVERED LOAD OIL

Recovered load o1l may be run from the lease on which it is recovered, provided Division approval is
obtained by means of Form C-126. ' Form C-126 must be filed in quadruplicate with the appropriate district
office of the Division., Upon approval, one copy will be returned to the operator and one copy will be sent
to the designated transporter as authority to tramsport the oil,

This rule applies only to oil which has been obtained from a source other than the lease on which it is
used.

Recovered load oil as used herein is any oil or liquid hydrocarbon which has been used in any operation
in an o0il or gas well, and which has been recovered as a merchantable product.

RULE 509, OIL DISCOVERY ALLOWABLE

In addition to the normally assigned allowable, an oil discovery allowable may be assigned to a well
completed as a bona fide discovery well in a new common source of supply. Said oil discovery allowable shall
be in the amount of 5 barrels for each foot of depth of said well from the surface of the ground to the
top of the perforations in the new pool or the depth of the casing shoe, whichever is higher. In counties
where there is no other current oll production, and in any county when the discovery is the deepest oil
production in the county, the oil discovery allowable shall be 10 barrels per foot of depth.

Date of discovery to determine the well which should properly receive the oil discovery allowable for

any new pool shall be the date the well is completed and new oil is run into stock tanks, provided however,
any operator drilling through and discovering a new oll pool in the course of drilling to a lower horizon
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may file an affidavit of such discovery within seven days after drill stem tests were made of said pool,
accompanying said affidavic with all available pool data. If, prior to completion of said well, another
operator claims discovery of a similar pool and there are reasonable grounds to believe the pools are one
and the same, no discovery allowable will be assigned to either well until after the initial well for which
the affidavit was filed has bcen completed, If at that time the operator of the initial well makes formal
application for the discovery allowable in said pool, it will be determined after hearing which well shall
receive the discovery allowable.

To obtain an oil discovery allowable, the owner of a discovery well shall file two copies of
Division Form C-109, Application for Discovery Allowable and Creation of a New Pool, with the appropriate
District Office of the Division and one with the Santa Fe office., Each copy of said form shall be accompanied
by the following:

1. A map depicting all wells within a two-mile radius of the discovery well. All producing oil
and gas wells and the formations from which they are producing or have produced are to be
clearly shown as well as all dry holes and the depths to which they were drilled. Maps shall
be on a scale one inch equals 1,000 feet and shall also indicate the names of all lessees of
record in the depicted area.

2, A complete electrical log of the subject well with the tops and bottoms of producing formations
in the subject well and in nearby wells identified thereon.

3, If application is based on horizontal separation, a sub-surface structural map of the producing
formation{s) for which the discovery allowable is sought, showing seismic or gelogical inter-
pretation of the subject structure and any troughs, faults, pinch-outs, etc., which separate
the subject well from nearby wells producing from the same formation(s).

4, A geological cross—section prepared from electrical logs of the subject well and nearby
establishing horizontal as well as vertical separation from other wells depicted on the plat
which are producing or have produced from the discovery formation(s).

5. A summary of all available reservoir data including bottom hole pressure dJata, fluid levels,
core analyses, reservoir liquid characteristics and any other pertinent data on the subject
reservoir as well as other nearby reservoirs which may help establish whether the subject well
is in fact a discovery,

If, in the opinion of the Division staff, good cause exists to bring the pool on for hearing as a
discovery, and no objection has been received from any other operator, the pool will be placed on the first
available hearing docket for inclusion by the staff in its regular pool nomenclature case. If the staff is
not in agreement with the applicant’s contention that a new pool has been discovered, or if, within ten days
after recelving a copy of the application another operator files with the Division an objection to the crea-
tion of a new pool and the assignment of a discovery allowable, the applicant will be so notified, and he
will be expected to present the evidence supporting his case., Or, if the applicant so desires, the application
may be set for separate hearing on other than the nomenclature docket for presentation of evidence by the
applicant.

Effective date of a well's discovery allowable will be 7:00 a.m. on the first day of the month next
succeeding the month in which the Division approves the discovery.

The total discovery attributable to each zone in the well shall be produced over a two-year period
commencing with the time of authorization, The well's daily allowable for each pool receiving the discovery
allowable shall not exceed the daily top unit allowable for the pool plus the total pool discovery allowable
divided by 730 days (731 days if a leap year is included).

A discovery well shall be permitted to produce only that volume of gas equivalent to the applicable
limiting gas~oll ratic for the pool multiplied by the top unit allowable for the pool plus the daily cil
discovery allowable, In addition to all other statewide rules not specifically excepted herein, the pro-
visions of Division Rule 502 relating to daily tolerance, monthly tolerance, and underproduction and over-
production, shall apply to oil discovery allowables as well as to regular allowables for discovery wells.

Nothing herein contained shall be construed as prohibiting the Division from curtailing the discovery
allowables of wells during times of depressed market demand, provided however, such discovery allowables
shall be reinstated for production at the earliest possible date. Further, when it appears reservoir
damage or waste might result from production of the oil discovery allowable within the normal two-year
period, the Division may, after notice and hearing, extend said period.
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H - GAS PRORATION AND ALLOCATION
RULE 601, ALLOCATION OF GAS PRODUCTION

When the Division determines that allocation of gas production in a designated gas Pool is necessary
to prevent waste, the Division, after notice and hearing, shall consider the nominations of purchasers from
that gas pool and other relevant data, and shall fix the allowable production of that pool, and shall
allocate production among the gas wells in the pool delivering to a gas transportation facility upon a
reasonable basis and recognizing correlative rights. The Division shall include in the proration schedule
of such pool any gas well which it finds is being unreasonably discriminated against through denial of access
to a gas transportation facility which is reasonably capable of handling the type of gas produced by such well.

RULE 602. PRORATION PERIOD

The proration period shall be at least six months and the pool allowable and allocatlons thereof shall
be made at least 30 days prior to each proration period.

RULE 603. ADJUSTYENT OF ALLOWABLES

When the actual market demand from any allocated gas pool during a proration period is more than or
less than the allowable set by the Division for the pool for the period, the Division shall adjust the gas
proration unit allowables for the pool for the next proration period so that each gas proration unit shall
have a reasonable opportunity to produce its fair share of the gas production from the pool and so that
correlative rights shall be protected.

RULE 604. GAS PRORATION UNITS

Before issuing a proration schedule for an allocated gas pool, the Division after notice and hearing,
shall fix the gas proration unit for that pool.



I - SECONDARY RECOVERY, PRESSURE MAINTENANCE, AND SALT WATER DISPOSAL
RULE 701. INJECTION OF FLUIDS INTO RESERVOIRS

A, Pernit for Injection Required

The injection of gas, liquefied petroleum gas, air, water, or any other medium into any reservoir
for the purpose of maintaining reservoir pressure or for the purpose of secondary recovery or the injection
of water into any formation for the purpose of water disposal shall be permitted only by order of the
Division after notice and hearing, unless otherwise provided herein.

B. Method of Making Application

Application for original authority for the injection of gas, liquefied petroleum gas, air, water, or any
other medium into any formation for any reason, including salt water disposal, or for the expansion of any
such injection project by the completion or conversion of additional well(s) shall include the following:

1. A plat showing the location of the proposed injection well(s) and the location of all other
wells within a radius of two miles from said proposed injection well(s) and the formation from
which said wells are producing or have produced. The plat shall also indicate the lessees, if
any there be, within said two-mile radius.

2. The log of the proposed injection well(s) if same is available.

3. A diagrammatic sketch of the proposed injection well(s) showing all casing strings, including
diameters and setting depths, quantities used and tops of cement, perforated or open hole
intervals, tubing strings, including diameters and setting depths, and the type and location
of packers, if any. ’

4, Other pertinent information including the name and depth of the zone or formation into which
injection will be made, the kind of fluid to be injected, the anticipated volumes to be injected,
and the source of said injection fluid.

C. Salt Water Disposal Wells

The Division Director shall have authority to grant an exception to the requirements of Rule 701-A
for water disposal wells only, without notice and hearing, when the waters to be disposed of are mineralized
to such a degree as to be unfit for domestic, stock, irrigation, or other general use, and when said waters
are to be disposed of into a formation older than Triassic (Lea County only) which is non-productive of oil
or gas within a radius of two miles from the proposed injection well, providing that any water occurring
naturally within said disposal formation is mineralized to such a degree as to be unfit for domestic, stock,
irrigation, and/or other general use.

To obtain such administrative approval, operator shall submit in TRIPLICATE Division Form C-108,
Application to Dispose of Salt Water by Injection Into a Porous Formation, said application to be filed in
accordance with Rule 701-B above., Copies of the application shall also be sent to all offset operators and
to the surface owner of the land upon which the well is located.

If no objection is received within 15 days from the date of receipt of the application, and the
Division Director is satisfied that all of the above requirements have been complied with, and that the well
is to be cased and cemented in such a manner that there will be no danger to oil, gas, or fresh water
reservolrs, an administrative order approving the disposal may be issued. In the event that the application
is not granted administratively, it shall be set for public hearing, if the operator so requests.

The Division may dispense with the 15-day waiting period if waivers of objection are received from
all offset operators and the surface owner,

D. Pressure Maintenance Projects

1. Pressure maintenance projects are defined as those projects in which fluids are injected
into the producing horizon in an effort to build up and/or maintain the reservoir pressure
in an area which has not reached the advanced or "stripper" state of depletion.

2, The project area and the allowable formula for any pressure maintenance project shall be
fixed by the Division on an individual basis after notice and hearing.

E. Water Flood Projects

1, Water flood projects are defined as those projects in which water is injected into a producing
horizon in sufficient quantities and under sufficient pressure to stimulate the production of oil



from other wells in the area, and shall be limited to those areas in which the wells have
reached an advanced state of depletion and are regarded as what is commonly referred to as
“stripper" wells, :

The project area of a water flood project shall comprise the proration units owned or operated
by a given operator upon which injection wells are located plus all proration units owned or
operated by the same operator which directly or diagonally offset the injection tracts and have
producing wells completed on them in the same formation; provided however, that additional
proration units not directly nor diagonally offsetting an injection tract may be included in
the project area if, after notice and hearing, it has been established that such additional
units have wells completed thereon which have experienced a substantial response to water
injection,

The allowable assigned to wells in a water flood project area shall be equal to the ability of

of the wells to produce and shall not be subject to the depth bracket allowable for the pool
nor to the market demand percentage factor,

All production from a water flood project area from wells producing in excess of top unit
allowable for the pool shall be identified as v..ter flood production on the monthly Division
Form C-115,

Each and every well producing in excess of top unit allowable for the pool into common facilities
with wells not included in the water flood project area shall be tested once each month and

the results of such tests shall be included on the monthly Division Form C-120 filed for said
project.

The Division Director is empowered to grant an exception to the foregoing requirement without
notice and hearing when an application therefor is filed in due form, and the facts presented
justify such exception.

Nothing herein contained shall be construed as prohibiting the assignment of special allowables
to wells in buffer zones after notice and hearing. Special allowables may also be assigned in
the limited instances where it is established at a hearing that it is imperative for the pro-
tection of correlative rights to do so,

Water flood projects shall be expended and additional wells placed on injection only upon
authority from the Division after notice and hearing or by administrative approval.

To obtain such administrative approval, operators shall submit in triplicate an application in
accordance with Rule 701~B above, The application shall also state the order number which

to the need for placing additional well(s) on water injection. A copy of the application shall
also be sent to each operator offsetting the proposed injection well.

The Division Director may, if in his opinion there is need for conversion of the additional well
and sald well is on a water flood injection pattern which will result in a thorough and efficient
swecep of oil authorize such injection without notice and hearing, provided that no offset
operator objects to the proposed injection well within fifteen (15) days. The Division Director
may grant immediate approval to the proposal upon receipt of waivers of objection from all
operators offsetting the proposed injection well,

RULE 702, CASING AND CEMENTING OF INJECTION WELLS

Wells used for injection of gas, air, or water into the producing formation shall be cased with safe

and adequate

casing or tubing so as to prevent leakage and such casing or tubing shall be so set or cemented

that damage will not be caused to oil, gas or fresh water resources,

RULE 703, COMMENCEMENT, DISCONTINUANCE, AND ABANDONMENT OF INJECTION OPERATIONS

The following provisiocas shall apply to all injection projects, storage projects, salt water disposal
wells and special purpose injection wells:

A, Notice of Commencement and Discontinuance

)

(2)

(&)

Immediately upon the commencement of injection operations in any well, the operator shall notify
the Division of the date such operations began.

Within 30 days after the discontinuance of injection operations in any well, the operator shall
notify the Division of the date of such discontinuance and the reasons therefor.

Before any injection well is plugged, the operator shall obtain approval for the well's plugging
program from the appropriate District Office of the Division in the same manner as when plugging
0il and gas wells or dry holes.



B. Abandonment of Injection Operations

(1) Whenever there 1s a continuous six-month period of non-injection into any injection project,
storage project, salt water disposal well, or special purpose injection well, such project
or well shall be considered abandoned, and the authority for injection shall automatically
terminate ipso facto.

(2) For good cause shown, the Division Director may grant an administrative extension or extensions
of injection authority as an exception to Paragraph (1) above,

RULE 704, RECORDS AND REPORTS

The operator of an injection well or project for secondary recovery or pressure maintenance, natural
gas storage, salt water disposal, or injection of any other fluids shall keep accurate records and shall
report monthly to the Division gas or fluid volumes injected, stored, and/or produced as required on the
appropriate form listed below:

(1) Secondary Recovery on Form C-115;

(2) Pressuxe Maintenance on a form prescribed by the Division;

(3) Salt Water Disposal on Form C-120-A;

(4) Natural Gas Storage on Form C-131; and

(5) Injection of other fluids on a form prescribed by the Division.
RULE 705, STORAGE WELLS

The Division Director shall have authority to grant an exception to the requirements of. Rule 701-4
for the underground storage of liquefied petroleum gas or liquid hydrocarbons in secure caverns within massive
salt beds,

Applicant shall furnish cach operator within a one-half mile radius of the proposed well with a copy
of the application to the Division, and applicant shall include with his application a writien stipulation
that all operations within said half-mile radius of the proposed well have been properly notified. The
Division Director shall wait at least ten days before approving any such application, and shall approve any
such application only in the absence of objection from any notified operator. In the event that an operator

objects to the application the Division shall consider the matter only after proper notice and hearing.

In addition to the filing requirements of Rule 701 B, the applicant for approval of a storage well
under this rule shall file the following:

A, With the Division Director:
(1) A plugging bond in accordance with the provisions of Rule 1013

B. With the appropriate district office of the Division in TRIPLICATE:
(1) Form C-101, Application for Permit to Drill, Deepen, or Plug Back;
{(2) Form C-102, Well Location and Acreage Dedication Plat; and

(3) Form C-105, Well Completion or Recompletion Report and Log.



J - OIL PURCHASING AND TRANSPORTING
RULE 801, ILLEGAL SALE PROHIBITED

The sale or purchase or acquisition, or the transporting, refining, processing, or handling in any
other way, of crude petroleum oil or of any crude petroleum produced in excess of the amount allowed by any
statute of this state, or by any rule, regulation, or order of the Division made thereunder, is prohibited.

RULE 802, RATABLE TAKE: COMMON PURCHASER

(a) Every person now engaged or hereafter engaging in the business of purchasing oil to be
transported through pipelines shall be a common purchaser thereof, and shall without discrimination in favor
of one producer as against another in the same field, purchase an oil tendered to it which has been lawfully
produced in the vicinity of, or which may be reasonably reached by pipelines through which it is transporting
o0il, or the gathering branches thereof, or which may be delivered to the pipeline or gathering branches
thereof by truck or otherwise, and shall fully perform all the duties of a common purchaser. If ahy common
purchaser shall not have need for all such oil lawfully produced within a field, or if for any reason it
shall be unable to purchase all such oil, then it shall purchase from each producer in a field ratably,
taking and purchasing the same quantity of oil from each well to the extent that each well is capable of
producing its ratahle portions; provided, however, nothing herein contained shall be construed to require
more than one pipeline connection for each producing well. In the event any such common purchaser of oil
is likewise a producer or is affiliated with a producer, directly or indirectly, it is hereby expressly
prohibited from discriminating in favor of its own production or in favor of the production of an affiliated
producer as against that of others and the oil produced by such common pruchaser, or by the affiliate of
such common purchaser shall be treated as that of any other producer, for the purposes of ratable taking.

(b) It shall be unlawful for any common purchaser, to unjustly or unreasonably discriminate
ag to the relative quantities of oil purchased by it in various fields of the state; the question of the
justice or reasonableness to be determined by the Division, taking into consideration the production and
age of wells in the respective fields and all other factors. It is the intent of this rule that all fields
shall be allowed to produce and market a just and equitable share of the 0il produced and marketed in the
State, insofar as the same can be effected economically and without waste.

(¢) In order to preclude premature abandonment, the common purchaser within its purchasing
area is authorized and directed to make 100 percent purchases from units of settled production producing ten
(10) barrels or less daily of crude petroleum in lieu of ratable purchases or takings. Provided, however,
where such purchaser's takings are curtailed below ten (10) barrels per unit of crude petroleum daily, then
such purchaser is authorized and directed to pruchase equally from all such units within its purchasing area,
regardless of theilr producing ability insofar as they are capable of producing.

RULE 803, PRODUCTION OF LIQUID HYDROCARBONS FROM GAS WELLS

All liquid hydrocarbons produced incidental to the authorized production of gas from a well classified
by the Division as a gas well shall, for all purposes, be legal production.

For purposes of this rule, all gas produced from a gas well shall be considered to be authorized
production with the following exceptions:

(1) When the well is being produced without an approved Form C-104, designating the gas trans-—
porter and the oill or condensate transporter for said well.

(2) When the well has been directed to be shut in by the Division.

In the event a gas well is directed to be shut in by the Division, both the gas transporter and oil
transporter named on the well's Form C-104 shall be immediately notified of such fact,
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K - GAS PURCHASING AND TRANSPORTING
RULE 901, ILLEGAL SALE PROHIBITED

The sale, purchase or acquisition, or the transporting, refining, processing or handling in any other
way, of natural gas in whole or in part (or of any product of natural gas so produced) produced in excess
of the amount allowed by any statute of this state, or by any rule, regulation or order of the Division
made thereunder, is prohibited.

RULE 902, RATABLE TAKE

(a) Any person now or hereafter engaged in purchasing from one or more producers, gas produced
from gas wells shall be a common purchaser thereof within each common source of supply from which it
purchases, and as such it shall purchase gas lawfully produced from gas wells with which its gas transporta-
tion facilities are connected in the pool and other gas wells with which its gas transportation farilities
are connected in the pool and other gas lawfully produced within the pool and tendered to a point on its
gas transportation facilities. Such purchases shall be made without unreasonable discrimination in favor
of one producer against another in the price paid, the quantities purchased, the bases of measurement or the
gas transportation fac_iities afforded for gas of like quantity, quality and pressure available from such
wells, In the event any such person is likewise a producer, he is prohibited to the same extent from
discriminating in favor of himself on production from gas wells in which he has an interest, direct or
indirect, as against other production from gas wells in the same pool, For the purposes of this rule
reasonable differences in prices paid or facilities afforded, or both, shall not constitute unreasonable
discrimination if such differences bear a fair relationship to differences in quality, quantity or pressure
of the gas available or to the relative lengths of time during which such gas will be available to the
purchaser. The provisions of this subsection shall not apply (1) to any wells or pools used for storage
and withdrawal from storage of natural gas originally produced not in violation of the rules, regulations
or orders of the Division, (2) to purchases of casinghead gas from oil wells, and (3) to persons purchasing
gas principally for use in the recovery or production of oil or gas.

(b) Any common purchaser taking gas produced from gas wells from a common source of supply shall
take ratably under such rules, regulations and orders, concerning quantity, as may be promulgated by the
Division consistent with this rule. The Division, in promulgating such rules, regulations and orders may
consider the quality and the deliverability of the gas, the pressure of the gas at the point of delivery,
acreage attributable to the well, market requirements in the case of unprorated pools, and other pertinent
factors,

(c) Nothing in this rule shall be construed or applied to require, directly or indirectly, any
person to purchase gas of a quality or under a pressure or under any other condition by reason of which
such gas cannot be economically and satisfactorily used by such purchaser by means of his gas tramsportation
facilities then in service.



L - REFINING
RULE 1001. REFINERY REPORTS

Each refiner of oil within the State of New Mexico shall furnish for each calendar month a "Refiner's
Monthly Report," Form C~113, containing the information and data indicated by such form, respecting oil
and products involved in such refiner's operations during each month, Such report for each month shall
be prepared and filed according to instructions on the form, on or before the 15th day of the next succeeding
month.

RULE 1002. GASOLINE PLANT REPORTS

Each operator of a gasolinme plant, cyclylng plant, or any other plant at which gasoline, butane, propane
condensate, kerosene, oil, or other liquid products are extracted from natural gas within the State of New
Mexico shall furnish for each calendar month a Gas Purchaser's Monthly Report, Form C-111, containing the
information indicated by such form respecting natural gas and products involved in the operation of each plant
during each month. (This rule shall also be applicable to plants din the State of New Mexico processing carbon
dioxide gas into liquid or solid form.)

Form C-111 shall be filed in accordance with the provisions of Rule 1111.



M - REPORTS
RULE 1100, GENERAL

A. Where to File Reports

Unless otherwise specifically provided for in any rule or order of the Division, all forms and
reports required by these rules shall be filed with the appropriate District Office of the Division as
provided in Rules 1301 and 1302,

B. Additional Data

These rules shall not be construed to limit or restrict the authority of the 0il Conservation
Division to require the furnilshing of such additional reports, data, or other information relative to the
production, transportation, storing, refining, processing, or handling of crude petroleum oil, natural gas,
or products in the State of New Mexico as may appear it to be necessary or desirable, elther gemerally or
specifically, for the prevention of waste and the conservation of natural resources of the State of New
Mexico,

C. Books and Records

All producers, transporters, storers, refiners, gasoline or extraction plant operators, and initial
purchasers of natural gas within the State of New Mexico shall make and keep appropriate books and records
for a period of not less than five years, covering their operations in New Mexico, from which they may be
able to make and substantiate the reports required by these rules, .

D, VWritten Notices, Requests, Permits, and Reports

The forms listed below-shall be used for the purpose shown in accordance with the imnstructions
printed thereon and the rule covering the form, or any special rule or order pertaining to its use.

Form C-101 Application for Permit to Drill, Deepen, or Plug Back

Form C~102 Well Location and Acreage Dedication Plat

Form C-103 Sundry Notices and Reports on Wells

Form C-104 Request for Allowable and Authorization to Transport 0il and Natural Gas
Form C-105 Well Completion or Recompletion Report and Log

Form C-106 Notice of Intention to Utilize Automatic Custody Transfer Equipment
Form C~107 Application for Multiple Completion

Form C-~108 Application to Dispose of Salt Water by Injection into a Porous Formation
Form C-109 Application for Discovery Allowable and Creation of a New Pool

Form C-111 Gas Purchaser's Monthly Report (Sheet 1 and Sheet 2)

Form C~112 Transporter's and Storer's Monthly Report

Form C-~113 Refiner's Monthly Report (Sheet 1 and Sheet 2)

Form C-115~EDP Operator's Monthly Report (electronic data processing)

Form C-116 Gas-0il Ratio Tests

Form C-117-A Sediment 0il Destruction Permit

Form C-117-B Sediment 0il Recovery Permit

Form C-118 Treating Plant Operator's Monthly Report (Sheet 1 and Sheet 1-~A)
Form C~119 Carbon Black Plant Monthly Report

Form C-120-A Monthly Water Disposal Report

Form C-121 Crude 0il Purchaser's Nomination

Form $-121-4 Purchaser's Gas Nomination

Form C-122 Multi~Point and One Point Back Pressure Test for Gas wells

Form C-122-A Gas Well Test Data Sheet-San Juan Basin (Initial Deliverability Test, blue paper;
Annual Deliverability Test, white)

Form C~122-B Initial Potential Test Data Sheet

Form C-~122-C Deliverability Test Report

Form C-122~D Worksheet for Calculation of Static Column Wellhead Pressure (P ).

Form C-122-E Worksheet for Stepwise Calculation of (Surface) (Subsurface) Pressure (Pc & Pw)
(P, & P)

Form C-122-F Wngshegt for Calculation of Wellhead Pressures (P or P ) from Known Bottomhole
Pressure (P, or P ) ¢ v

Yorm €-122-G Worksheet £4Gr Calculation of Static Column Pressure at Gas Liquid Interface

Form C-123 Request for the Extension of an Existing Pool or the Creation of a New Pool

Form C-124 Reservoir Pressure Report

Form C~125 Gas Well Shut—1n Pressure Report

Form C-126 Permit to Transport Recovered Load 0il

Form C-~127 Request for Allowable Change

Form C~12% Application for Exception to No-Flare Rule 306
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Form C-130 Notice of Disconnection
Form C-131 Monthly Gas Storage Report

RULE 1101. APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK (Form C—iOl)

Before commencing drilling or deepening operations, or before plugging a well back to another zone,
the operator of the well must obtain a permit to do so, To obtain such permit, the operator shall submit
to the Divislon FIVE copies of Form C-101, Application for Permit to Drill, Decepen, or Plug Back, completely
filled out, If the operator has an approved bond in accordance with Rule 101, one copy of the Drilling
Permit will be returned to him on which will be noted the Division's approval, with any modification deemed
advisable, 1f the proposal cannot be approved for any reason, the Forms C-101 will be returned with the cause
for rejection stated thereon.

Form C-101 must be accompanied by THREE copies of Form C~102, Well lLocation and Acreage Dedication
Plat. (See Rule 1102.)

If the well is to be drilled on state land, submit SIX copies of Form C-101 and FOUR copies of Form
C-102, the extra copy of each form being for the State Land Office.

RULE 1102. WELL LOCATION AND ACREAGE DEDICATION PLAT (Form C-102)

Form C-102 is a dual purpose form used to show the exact location of the well and the acreage dedicated
thereto, The form is also used to show the ownership and status of each lease contained within the dedicated
acreage, When there is more than one working interest or royalty owner on a given lease, designation of the
nmajority owner et al. will be sufficient.

All information required on Form C-102 shall be filled out and certified by the operator of the well
except the well location on the plat. This is to be plotted from the outer boundaries of the section and
certified by a registered professional engineer and/or land surveyor, registered in the State of New Mexico,
or surveyor approved by the Division,

Form C-102 shall be submitted in TRIPLICATE or QUADRUPLICATE as provided in Rul- 1101.

Amended Form C-102 (in TRIPLICATE or QUADRUPLICATE) shall be filed in the event there is a change in
any of the information previously submitted., The well location need not be certified when filing amended
Form C-102,

RULE 1103, SUNDRY NOTICES AND REPORTS ON WELLS (Form C~103)

Form C-103 is a dual purpose form to be filed with the appropriate District Office of the Division to

obtain Division approvali prior to commencing certain operations and also to report variocus completed

operations.

A, Form (-103 as a Hotice of Intention

Form C-103 shall be filed in TRIPLICATE by the operator and approval obtained from the Division
prior to:

(1) Effecting a change of plans from those previously approved on Form C-101 or Form C-103.

(2) Altering a drilling well's casing program or pulling casing or otherwise altering an existing
well's casing installation,

(3) Temporarily abandoning a well.
(4) Plugging and abandoning a well,

(5) Performing remedial work on a well which, when completed, will affect the original status
of the well. (This shall include making new perforations in existing wells or squeezing old
perforations in existing wells, but is not applicable to new wells in the process of being
completed nor to old wells being deepened or plugged hack to another zone when such re-
completion has been authorized by an approved Form (-101, Application for Permit to Drill,
Deepen, or Plug Back, nor to acidizing, fracturing, or cleaning out previously completed
wells, nor to installing artifical 1lift equipment.)

In the case of well plugging bperacions,'the Notice of Intention shall include a detailed statement
of the proposed work, including plans for shooting and pulling casing, plans for mudding, including weight
of mud, plans for cementing, including number of sacks of cement and depths of plugs, and the time and date
of the proposed plugging operations. If not previously filed, a complete log of the well on Form C-105 (See
Rule 1105) shall accompany the Notice of Intention to plug the well; the bond will not be released until
this is complied with,
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B. Form C~103 as a Subsequent Report

Form C-103 as a subsequent report of operations shall be filed in accordance with the section of
this rule applicable to the particular operation being reported.

Form C-103 is to be used in reporting such completed operations as:

(1) Commencement of drilling operations

(2) Casing and cement test

(3) Altering a well's casing installation

(4) Temporary abandonment

(5) Plug and Abandon

(6) Ylugging back or deepening

(7) Pemedial work

(8) Installation of artificial lifting equipment
(9) Change in ownership of a drilling well
(10) Such other operations which affect the original status of the well but which are not specifically

covered herein,

Information to be entered on Form C-~103, Subsequent Report, for a particular operation is as follows:
(1) Report of Commencement of Drilling Operations

Within ten days following the commencement of drilling operations, the operator of the well shall
file a report thereof on Form C-103 in TRIPLICATE. Such report shall indicate the hour and the date the well
was spudded.

(2) Report of Results of Test of Casing and Cement Job; Report of Casing Alteration

A report of casing and cement test shall be filed by the operator of the well within ten days
following the setting of each string of casing or liner. Said report shall be filed in TRIPLICATE on Form
C-103 and shall present a detailed description of the test method employed and the results obtained by such
test, and any other pertinent information required by Rule 107. The report shall also indicate the top
of the cement and the means by which such top was determined. It shall also indicate any changes from the
casing progranm previously authorized for the well.

(3) Report of Temporary Abandonment

A report of temporary abandonment of a well shall e filed by the operator of the well within ten
days following completion of the work. The report shall be filed in TRIPLICATE and shall present a detailed
account of the work done on the well, including location and type of plugs used, if any and status of
surface and downhole equipment, and any other pertinent information relative to the overall status of the well.

(4) Report on Plugging of Well

A report of plugging operations shall be filed by the operator of the well within 30 days following
completion of plugging operations on any well, Said report shall be filed in TRIPLICATE on Form C-103 and shall
include the date the plugging operations were begun and the date the work was completed, a detailed account
of the manner in which the work was performed including the depths and lengths of the various plugs set,
the nature and quantities of materials employed in the plugging operations including the weight of the mud used,
the size and depth of all casing left in the hole, and any other pertinent information. (See Rules 201-204%
regarding plugging operations.)

No plugging report will be approved by the Division until the pits have been filled and the
location levelled and cleared of junk. It shall be the responsibility of the operator to contact the
appropriate District Office of the Division when the location has been so restored in order to arrange for an
ingpection of the plugged well and the location by a Divislon representative.

(5) Report of Remedial Work

A report of remedial work performed on a well shall be filed by the operator of the well within
30 days following completion of such work, Said report shall be filed in QUADRUPLICATE on Form C-103 and
shall present a detailed account of the work done and the manner in which such work was performed; the daily
production of o0il, gas, and water both prior to and after the remedial operation; the size and depth of shots;
the quantity of sand, crude, chemical or other materials employed in the operation, and any other pertinent
information. Among the remedial work to be reported on Form C-103 are the following:

(a) Report on shooting, fluid fracturing or chemical treatment of a previously completed well
(b) Report on squeeze job

(c) Report on setting of liner or packer

(d) Report of installation of pumping equipment or gas 1ift facilities

(e) Report of any other remedial operations which are not specifically covered herein.
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(6) Report on Deepening or Plugging Back

A report of deepening or plugging back shall be filed by the operator of the well within 30 days
following completion of such operations on any well, Said report shall be filed in QUADRUPLICATE on Form
C-103 and shall present a detalled account of the work done and the manner in which such work was performed.
If the well is recompleted in the same pool, it shall also report the daily production of oil, gas, and water both
prior to and after recompletion, If the well is recompleted in another pool, Form C-104 must also be filed
in accordance with Rule 1104,

(7) Report of Change in Ownership of a Drilling Well

A report of change of ownership shall be filed by the new owner of any drilling well within ten
days following actual transfer of ownership. Said report shall be filed in TRIPLICATE on Form C~103 and shall
include the name and address of both the new owner and the previous owner, the effective date of the change
of ownership, and any other pertinent information. No change in the ownership of a drilling well.will be
approved by the Division unless the new owner has an approved bond in accordance with Rule 101. (Form C-104
shall be used to report transfer of ownership of a completed well; see Rule 1104.)

(8) Other Rej'>rts on Wells

Reports on any other operations which affect the original status of the well but which are not
specifically covered herein shall be submitted to the Division on Form C-103, in TRIPLICATE, by the operator
of the well within ten days following the completion of such operation.

RULE 1104. REQUEST FOR ALLOWARLE AND AUTHORIZATION TO TRANSPORT OIL AND NATURAL GAS- (Form C-104)

(1) Form C-104 completely filled out by the operator of the well must be filed in QUINTUPLICATE
before an allowable will be assigned to any newly completed or recompleted well., (A recompleted well shall
be considered one which has been deepened or plugged back to produce from a different pool than previously.)
Form C~104 must be accompanied by a tabulation of all deviation tests taken on the well as provided by Rule
111.

(2) The allowable assigned to an oil well shall be effective at 7:00 o'clock a.m. on the date of
completion, provided the Form C-104 is received by the Division during the month of completion. Date of
completion shall be that date when new oil is delivered into the stock tanks.

Unless otherwise specified by special pool rules, the allowable assigned to a gas well shall be
effective at 7:00 o'clock a.m. on the date of connection to a gas transportation facility, as evidenced by
an affidavit of connection from the purchaser to the Division, or the date of receipt of Form C-104 by the
Division, whichever date is later,

(3) No allowable will be assigned to any well until a standard unit for the pool in which the well
is completed has been dedicated by the owner, or a non-standard unit has been approved by the Division, or a
standard unit has been communitized or pooled and dedicated to the well,

(4) No allowable will be assigned to any well until all forms and reports due have been received by
the Division and the well is otherwise in full compliance with these rules.

(5) Form C-104 with Scections I, II, III, and VI, completely filled out shall be filed in
QUINTUPLICATE by the operator of the well in the event there is a change of ownership of any producing well,
injection well, or disposal well, or a change of transporter (oil, condensate, casinghead gas, or dry gas),
a change 1n pool designation, lease name, or well number, or any other pertinent change in condition of
any such well, When filing Form C-104 for change of ownership, the new operator shall file the form in the
above manner, and shall give the name and address of the previous as well as the present operator. The
Form C-104 will not be approved by the Division unless the new operator has an approved bond in compliance
with Rule 101.

(6) Whenever there is a temporary change in transporter and oil is to be moved from the lease by
anyone other than the regular transporter authorized by an approved Form C-10%4, the operator shall notify
the appropriate District Office of the Division in writing within three days after the oil is moved,
furnishing such information as may be required by the District Office. The operator shall furnish copies
of the notification to the regular transporter and to the temporary transporter. This paragraph is
intended to deal primarily with authorized batch movements of oil by the operatcr for use as load oil, frac
oil, etc.,; eventual sale of this oil is governed by Rules 508 and 1126.

RULE 1105, WELL COMPLETION OR RECOMPLETION REPORT AND LOG (Form C-105)

Within 20 days following the completion or recompletion of any well, the operator shall file Form C-105
with the Division, It must be filed in QUINTUPLICATE and each copy accompanied by a summary of all special
tests conducted on the well, including drill stem tests. In addition, one copy of all electrical and
radio-activity logs run on the well must be filed with Form C-105. TIf the Form C~105 with attached log(s)
and summaries is not received by the Division within the specified 20-day period, the allowable for the well
will be withheld until this rule has been complied with.



In the case of a dry hole, a complete record of the well on Form C-105 with the above attachments
shall accompany the notice of intention to plug the well, unless previously filed. The plugging report will
not be approved nor the bond released until this rule has been complied with..

Form C-105 and accompanying attachments will not be kept confidential by the Division unless so re-
quested in writing by the owner of the well, Upon such request, the Division will keep these data confidential
for 90 days from the date of completion of the well, provided, however, that the report, log(s), and other
attached data may, when pertinent, be introduced in any public hearing before the Division or its examiners or
in any court of law, regardless of the request that they be kept confidential.

RULE 1106. NOTICE OF INTENTION TO UTILIZE AUTOMATIC CUSTODY TRANSFER EQUIPMENT (Form C-106)
Form C-106, when applicable, shall be filed in accordance with Rule 309~A.
RULE 1107. APPLICATION FOR MULTIPLE COMPLLETION (Form C~107)
Form C-107, when applicable, shall be filed in accordance with Rule 112-A IV,
RULE 1108. APPLICATION TO DISPOSE OF SALT WATER BY INJECTION "NTO A POROUS FORMATION (Form C-108)
Form C-108, when applicable, shall be filed in accordance with Rule 701, Section C.
RULE 1109. APPLICATION FOR DISCOVERY ALLOWABLE AND CREATION OF A NEW POOL (Form C-109)
Form C-109, when applicable, shall be filed in accordance with Rule 509,
RULE 1110, o Rule; there is no Form C-110 at present.
RULE 1111. GAS PURCHASER'S MOWTHLY REPORT (Form C-111)

Form C-111, Gas Purchaser's Monthly Report, shall be filed monthly in accordance with the rules below.
It shall be postmarked on or before the 15th day of the month to report all gas taken during the preceding
month. One copy shall be filed with the appropriate District Office of the Division and two copies with the
Santa Fe Office of the Division., One additional copy shall also be sent to the Hobbs Office of the Division.
Information on Sheet Ho. 2 of Form C-111 shall be itenized by pools, by operators, and by leases, in
alphabetical order.

Form C-111 shall be filed each month by the operator of any gas gathering system, gas transportation
system, recycling system, fuel system, gas 1ift system, gas drilling operation, etc. The form shall cover
all natural gas, casinghead gas, and carbon dioxide gas taken into any such system during the preceding
month and shall show the source of the gas and the disposition thereof.

Form C-111 shall also be filed each month by the operator of any gasoline plant, cycling plant, or
other plant at which gasoline, butane, propane, kerosene, o0il, or other products are extracted from gas
within the State of Hew Mexico., The form shall cover all natural gas, casinghead gas, and carbon dioxide
gas taken by any such plant during the preceding month and shall show the source of the gas and the dis-
position thereof, If a plant operator owns more than one plant in a given Division District, Sheet Ko. 1
of Form C-111 shall be filed for each such plant. In preparing Sheet No. 2, the plant operator shall
consolidate all acquisitions for all plants in the District, itemized in the order described in the first
paragraph of this rule.

Where gas is taken by the producer and utilized by him for any of the above uses, the producer shall
file Form C-111 itemizing such gas. The producer shall also include this gas on his Operator's Monthly
Report, Form C-115. Gas used on the lease from which it was prcduced for consumption in lease houses,
treaters, compressors, combustion engines, and other similar equipment, or gas which is flared, shall also
be included on the Form C-115 but is not to be included on the Form C~111.

RULE 1112, TRANSPORTER'S AND STORER'S MONTHLY REPORT (Form C-112)

Each transporter and each storer of crude petroleum oil and liquid hydrocarbons within the State of
New Mexico shall file for each calendar month a Transporter's and Storer's Monthly Report, Form C-112,
containing complete information and data indicated by such form respecting stocks of crude petroleum oil
and liquid hydrocarbons on hand and receipts and deliveries of crude petroleum oil and liquid hydrocarbons
by pipeline and trucks within the State of New Mexico, and receipts and deliveries from leases to storers
or refiners; between transporters within the State; between storers and refiners within the State. Form
C-112 shall be filed in DUPLICATE and bostmarked on or before the 15th day of the next succeeding month.

RULE 1113, REFINER'S MONTHLY REPORT (Form C-113)

Every refiner of crude petroleum o1l within the State of New Mexico shall furnish for each calendar
month a Refincer's Monthly Report, Form C-113, containing the information and data indicated by such form
respecting crude petroleum oil and products involved in such refiner's operation during each month, Such
report for each month shall be filed in DUPLICATE and be postmarked on or before the 15th day of the next
succecding month,



RULE 1114, No Rule; there is no Form C-114 at present.
RULE 1115, OPERATOR'S MONTHLY REPORT (Form C-115)

Operator's Monthly Report, Form C-115 or Form C-115-EDP, shall be filed on each producing lease and
each secondary recovery project injection well within the State of New Mexico for each calendar month, setting
forth complete information and data indicated on said forms in the order, format, and style prescribed by
the Division Director. O0il production from wells which are producing into common storage shall be estimated
as accurately as possible on the basis of periodic tests,

The reports on this form shall be filed by the producer as follows:

Original to the 0il Conservation Division at Santa Fe; one copy of the District Office of the Division
in which district the lease is located; and one copy to each transporter involved. Each report for each
month shall be postmarked not later than the 24th day of next succeeding month, Failure of an operator
to file this report in accordance with the provisions of this rule may result in cancellation of Form
C-104 for the affected well or wells.

RULE 1116. GAS-OIL RATIO TESTS (Form C-116)

Gas-0il ratio tests shall be made and reported on Form C-116 as prescribed in Rule 301, Gas-0il Ratio
Tests, and any applicable special pool rules, This form shall be submitted in DUPLICATE.

RULE 1117. SEDIMENT OIL DISPOSITION PERMITS (Form C-117-A and Form C-117-B)

(a) Form C-117-A, Sediment 0il Destruction Permit, shall be submitted to the appropriate District
Office of the Division in TRIPLICATE and in accordance with Rule 311 (b).

(b) Form C-117-B, Sediment 0il Recovery Permit, shall be submitted to the appropriate District
Office of the Division in QUADRUPLICATE and in accordance with Rule 311 (c).

RULE 1118, TREATING PLANT OPERATOR'S MONTHLY REPORT (Form C-118)

FPorm C-118 shall be submitted in DUPLICATE in accordance with Rule 312, and shall contain all the
information required thereon. Column 1 of Sheet 1-A of Form C-118 entitled "Permit Number,” has reference to
the Sediment 0il Recovery Permit, Form C-117-B, for each lot of o0il picked up for processing.

RULE 1119. CARBON BLACK PLANT MONTHLY REPORT (Form C-119)

Fach operator of a carbon black plant within the State of New Mexico shall file for each calendar month
the monthly volume of gas received by him from a gasoline extraction plant or plants, and a monthly volume
or volumes of gas received by him from each lease operator delivering natural gas directly to such plant,
together with the opening and closing stocks and the production and deliveries by grades of carbon black
or other products produced. Such reports shall be filed in DUPLICATE on Form C-119, Carbon Black Plant
Monthly Report, and be postmarked on or before the 15th day of the next succeeding month., In addition, Form
C-111 shall be filed each month in accordance with Rule 1111 if the Carbon Black Plant operator makes any
purchase directly from a lease or operates any gas gathering or transmission system.

RULE 1120, MONTHLY WATER DISPOSAL REPORT (Form C-120-A)

Each operator of a salt water disposal system shall report such operations on Form C~120-A. Form
C-120-A shall be filed in DUPLICATE (one copy with the Santa Fe Office and one copy with the appropriate
district office) and shall be postmarked not later than the 15th day of the second succeeding month.

RULE 1121, PURCHASER"S NOMINATION FORMS (Fbrm C-121 and Form C-121-A)

Unless requested otherwise by the Division Director, one copy of Form C-121, Crude 0il Purchaser's
Nomination, shall be submitted to the Santa Fe Office of the Division not later than the 20th day of
each odd-numbered month, Hominations shall be filed by each person expecting to purchase oil from producing
wells in New Mexico during the second and third succeeding two months, As an example, nominations submitted
by the 20th day of July shall indicate the amount of oil the purchaser desires to purchase daily during
September and October,

One copy of Form C-121-A, Purchaser's Gas Nomination, shall be submitted to the Santa Fe Office of
the Division by the first day of the month during which the Division will consider at the gas allowable
hearing the nominations for the purchase of gas from producing wells in New Mexico during the succeeding month.
As an example, purchaser's nominations to take gas from a pool during the month of August would be considered
by the Division at a hearing during July, and should be submitted to the Santa Fe office of the Division
by July 1.



In addition to the monthly gas nominations, twelve-months nominations shall be filed in accordance with
the appropriate pool rules,

RULE 1122, MULTIPOINT AND ONE POINT BACK PRESSURE TEST FOR GAS WELL (Form C-122)
GAS WELL TEST DATA SHEET - SAN JUAN BASIN (Form C-122-A)
INITIAL POTENTIAL TEST DATA SHEET (Form C-122-B)
DELIVERABILITY TEST REPORT (Form C-122-C)
WORKSHEET FOR CALCULATION OF STATIC COLUMN WELLHEAD PRESSURE (Pw) (Form C-122-D)

WORKSHEET FOR STEPWISE CALCULATION OF (SURFACE) (SUBSURFACE) PRESSURE (P & P ) (P. & P )
c w f s
(Form C-122-E)

WORKSHEET FOR CALCULATION OF WELLHEAD PRESSURES (Pc or Pw) FROM KNOWN BOTTOMHOLE PRESSURE
(Pf or Ps) (Form C-122-T) -

WORKSHEET FOR CALCULATION OF STATIC COLUMN PRESSURE AT GAS LIQUID INTERFACE (Form C~122-G)

The above forms shall be submitted to the appropriate district office of the Division in accordance
with the provisions of the '"Manual for Back-Pressure Testing of Natural Gas Wells," Rule 401 of the Division
Rules and Regulations, and applicable special pool rules and proration orders. These forms shall be submitted
in DUPLICATE except Form C-122~A which shall be submitted in TRIPLICATE,

RULE 1123, REQUEST FOR THE EXTENSION OF AN EXISTING POOL OR THE CREATION OF A NEW POOL (Form C-123)

The operator of a well which requires the creation or extension of a pool shall be given written instructions
by the appropriate district office regarding the filing of Form C-123 in DUPLICATE.

RULE 1124. RESERVOIR PRESSURE REPORT (Form C~124)

Form C-124 shall be submitted in TRIPLICATE and shall be used to report bottom-hole pressures as required
under the provisions of Rule 302 and any applicable special pool rules.

RULE 1125. GAS WELL SHUT-IN PRESSURE TESTS (Form C-125)

Form C-125 shall be submitted in TRIPLICATE and shall be used to report shut-in pressure tests on gas
wells as required under the provisions of Rule 402 and any applicable special pool rules.

RULE 1126, PERMIT TO TRANSPORT RECOVERED LOAD OIL (Form C-126)

Form C-126 shall be submitted in QUADRUPLICATE to the appropriate District Office of the Division and
shall be used in conformance with Rule 508 and Rule 1104 (6).

RULE 1127. REQUEST FOR ALLOWABLE CHANGE (Form C-127}

One copy of Form C-127 shall be filed by the oil producer with the appropriate District Office of the
Division not later than the 10th day of the month preceding the month for which oil well allowable changes are
requested.

RULE 1128, TFORMS REQUIRED ON FEDERAL LAND

Federal forms shall be used in lieu of State forms when filing APPLICATION FOR PERMIT TO DRILL, DEEPEN,
OR PLUG BACK and SUNDRY NOTICES AND REPORTS ON WELLS AND WELL COMPLETION OR RECOMPLETION REPORT AND LOG for
wells on Federal lands in New Mexico. However, it shall be the duty of the operator to submit two extra copies
of each of such forms to the USGS, which, upon approval, will transmit same to the Division. The following
USGS forms will be used in lieu of Division forms by operators of wells on Federal land:

USGS Form No, Title of Form Form No.
(Same for both agencies)

9-331C APPLICATION FOR PERMIT TO DRILL, DEEPEN, c-101

(May 1963) OR PLUG BACK

9-331 SUNDRY NOTICES AND REPORTS ON WELLS Cc-103

(May 1963)

9-330 WELL COMPLETION OR RECOMPLETION REPORT AND

(Rev. 5-63) LOG C-105

The above forms as may be revised are the only forms that may be submitted in place of Division forms.

After a well is completed and ready for pipeline connection, Division Form C~104 shall be filed with the
Pivision on any and all wells drilled in the State, regardless of land status. Further, all reports and forms

M-7



as required under the preceding rules of this section of the Rules and Regulations that pertain to production
must be filed on the proper Oil Conservation Division form as set out in said rule - no other forms will be
accepted,

" Failure to comply with the provisions of this rule will result in the cancellation of Form C-104 for the
affected well or wells,

RULE 1129. APPLICATION FOR EXCEPTION TO NO-FLARE RULE 306 (Form C-129)
Form C-129, when applicable, shall be filed in accordance with Rule 306.
RULE 1130. NOTICE OF DISCONNECTION (Form C-130)

(1) Form C-130, Notice of Disconnection, shall be filed in triplicate with the Division by the
operator of the well as provided in Rule 407,

(2) The operator shall state, to the best of his knowledge, the reasons for disconnecting any gas
well from gas transportation facilities.

(3) The Division shall furnish the New Mexico Public Service Commission with any Form C-130 indicating
that a disconnected gas well may or will be reconnected to a gas transportation facility for ultimate dis-
tribution to consumers outside of the State of New Mexico.,

RULE 1131. MONTHLY GAS STORAGE REPORT (Form C-131)

Each operator of an underground natural gas storage project shall report its operation monthly on Form
C~131. Form C-131 shall be filed in duplicate (one ccpy to the Santa Fe Office of the Division and one copy
to the appropriate district office) and shall be postmarked not later than the 24th day of the next succeeding
month.,



N - RULES ON PROCEDURE
RULE 1201, NECESSITY FOR HEARING

Except as provided in some genecral rule herein, before any rule, regulation or order, including re-
vocation, changes, renewal or extension thereof, shall be made by the Divisicn, a public hearing before the
Commission or a legally appointed Division Examiner shall be held at such time and place as may be prescribed
by the pivision.

RULE 1202. EMERGENCY ORDLRS

Notwithstanding any other provision of these rules, in case an emergency is found to exist by the
Division, which, in its judgment, requires the making of a rule, regulation, or order without a hearing
having first been had or concluded, such emergency rule, regulation, or order when made by the Division shall
have the same validity as if a hearing with respect to the same had been held before the Division after due
notice. Such emergency rule, regulation, or order shall remain in force no longer than 15 days from its
effective date, and in any event, it shall expire vwhen the rule, regulation, or order made after due notice
and hearing with respect to the subject matter of such emergency rule, regulation, or order becomes effective.

RULE 1203, METHOD OF INITIATING A HEARING

The Division upon its own motion, the Attorney General on behalf of the State, and any operator or
producer, or any other person having a property interest may institute proceedings for a hearing. If the
hearing is sought by the Division it shall be on motion of the Division and if by any other person it shall be
by application, The application shall be in triplicate and shall state (1) the name of the applicant, (2) the
name or general description of the common source or sources of supply or the area affected by the order sought,
(3) briefly the general nature of the order, rule, or regulation sought, and (4) any other matter required by
a particular rule or rules, or order of the Division. The application shall be signed by the person seeking the
hearing or by his attorney.

When conditions are such as to require verbal application to place a matter for hearing on a given docket,
the Divisica will accept such verbal application in order to meet publishing deadlines. However, if written
application, filed in accordance with the procedures outlined above, has not been received by the Division's
Santa Fe office at least ten days before the date of the hearing, the case will be dismissed.

RULE 1204, METHOD OF GIVING LEGAL HOTICE FOR HEARING

Notice of each hearing before the Commission and notice of each hearing before a Division Examiner shall be
given by personal service on the person affected or by publicaticn once in a newspaper of general circulation
published at Santa Fe, iew Mexico, and once in a newspaper of general circulation published in the county or
each of the counties, if there be more than one, in which any land, oil, or gas, or other property which may be
affected is situated.

RULE 1205. COJTENTS OF NOTICE OF HEARING

Such notice shall be issued in the name of "The State of New Mexico" and shall be signed by the Director
of the Division, and the seal of the Commission shall be impressed thereon.

The notice shall specify whether the case is set for hearing before the Commission or before a Division
Examiner and shall state the number and style of the case and the time and place of hearing and shall briefly
state the general nature of the order or orders, rule or rules, regulation or regulations to be promulgated
or effected. The notice shall also state the name of the petitioner or applicant, if any, and unless the
contemplated order, rule, or regulation is intended to apply to and affect the entire state, it shall
specify or generally describe the common source or sources of supply which may be affected by such order,
rule, or regulation, '

RULE 1206, PERSONAL SERVICE OF NOTICE

Personal service of the notice of hearing may be made by any agent of the Division or by any person over
the age of 18 years in the same manner as is provided by law for the service of summons in civil actions
in the district courts of this state. Such service shall be complete at the time of such personal service or
on the date of publication, as the case may be. Proof of service shall be by the affidavit of the person
making personal service or of the publisher of the newspaper in which publication is had. Service of the notice
shall be made at least 10 days before the hearing.

RULE 1207. PREPARATION OF NHOTICES

After a motion or application is filed with the Division the notice or notices required shall be prepared
by the Division and service and publication thereof shall be taken care of by the Division without cost to
the applicant,

N-1



RULE 1208. FILING PLEADINGS: COPY DELIVERED TO ADVERSE PARTY OR PARTIES

When any party to a hearing files any pleading, plea, or motion of any character (other than application
for hearing) which is not by law or by these rules required to be served upon the adverse party or parties, he
shall at the same time either deliver or mail to the adverse party or parties who have entered their
appearance therein, or their respective attorneys of record, a copy of such pleading, plea, or motioun. For
the purposes of these rules, an appearance of any interested party shall be made either by letter addressed
to the Division or in person at any proceeding before the Commission or before an Examiner, with notice of
such appearance to the parties from whom such pleadings, pleas, or motions are desired.

RULE 1209. COdTINUANCE OF HEARING WITHOUT NEW SERVICE

Any hearing before the Commission or an Examiner held after due notice may be continued by the person
presiding at such hearing to a specified time and place without the necessity of notice of the same being again
served or published. 1In the event of any continuance, a statement thereof shall be made in the record of
the hearing which is continued. '

RULE 1210, COJDUCT OF HEARINGS

Hearings before the Commission or Examiner shall be conducted without rigid formality. A transcript
of testimony shall be taken and preserved as a part of the permanent record of the Division. Any person
testifying in response to a subpoena issued by the Commission or any member thereof, or the authorized re-
presentative of the Division Director, and any person seeking to testify in support of an application or motion
or in opposition thereto shall be required to do so under oath. However, relevant unsworn comments and
observations by any interested party will be designated as such and included in the record. Comments and
observations by representatives of operators' committees, the United States Geological Survey, the United
States Bureau of Mines, the Hew Mexico Bureau of Mines, and other competent persons are welcomed. Any
Examiner legally appointed by the Division Director may conduct such hearings as may be referred to such
Examiner by the Director.

RULE 1211. POWER TO REQUIRE ATTENDANCE OF WITNESSES AND PRODUCTION OF EVIDENCE

The Commission or any member thereof, or the authorized representative of the Division Director has
statutory power to subpoena witnesses and to require the production of books, papers, and records in any pro-
ceeding before the Commission or Division. A subpoena will be issued for attendancs at a hearing upon the
written request of any person interested in the subject matter of the hearing. In case of the failure
of a person to comply with the subpoena issued, an attachment of the person may be issued by the district
court of any district in the state, and such court has powers to punish for contempt. Any person found guilty
of swearing falsely at any hearing may be punished for contempt.

RULE 1212, RULES OF EVIDENCE

Full opportunity shall be afforded all interested parties at a hearing to present evidence and to cross-
examine witnesses, In general, the rules of evidence applicable in a trial before a court without a jury
shall be applicable, provided that such rules may be relaxed, where, by so doing, the ends of justice will be
better served, o order shall be made which is not supported by competent legal evidence.

RULE 1213. EXAMINERS' QUALIFICATIONS AND APPOINTMENT

The Division Directoxr shall, by ex parte order, designate and appoint not more than four individuals
to be examiners, EFEach Examiner so appointed shall be a member of the staff of the Division, but no Examiner
need be a full time employee of the Division. The Director may, by ex parte order, designate and appoint
a successor to any person whose status as an Examiner is terminated for any reason. Each individual
designated and appointed as an Examiner must have at least six years practical experience as a geologist,
petroleum engineer or licensed laywer, oxr at least two years of such experience and a college degree in
geology, engineering, or law; provided however, that nothing herein contained shall prevent any member of
the Commission from being designated as, or serving as, an Examiner.

RULE 1214, REFERRAL OF CASES 10 EXAMINERS

The Division Director may refer any matter or proceeding to any legally designated and appointed
Examiner for hearing in accordance with these rules. The Examiner appointed to hear any specific case shall
be designated by name.

RULE 1215, EXAMINER'S POWER AND AUTHORITY

The Division Director may, by ex parte order, limit the powers and duties of the Examiner in any
particular case to such issues or to the performance of such acts as the Director deems expedient; however,
subject only to such limitations as may be ordered by the Director, the Examiner to whom any matter or
proceedings is referred under these rules shall have full authority to hold hearings on such matter or



proceeding in accordance with and pursuant to these rules. The Examiner shall have the power to regulate
all proceedings before him and to perform all acts and take all measures necessary or proper for the
efficient and orderly conduct of such hearing, including the swearing of witnesses, receiving of testimony
and ‘exhibits offered in evidence subject to such objections as may be imposed, and shall cause a complete
record of the proceedings to be made and transcribed and shall certify same to the Director as hereinafter
provided. :

RULE 1216. HEARINGS WHICH MUST BE HELD BEFORE COMMISSION

Notwithstanding any other provisions of these rules, the hearing on any matter shall be held before
the Commission (1) if it is a hearing de novo, or (2) if the Division Director in his discretion desires
the Commission to hear the matter,

RULE 1217, EXAMINER'S MANNER OF COWDUCTING HEARING
An Examiner conducting a hearing under these rules shall conduct himself as a disinterested umpire.
RULE 1218. REPORT AND RECCMMENDATIONS, EXAMINER'S HEARINGS

Upon the conclusion of any hearing before an Examiner, the Examiner shall promptly consider the pro-
ceedings in such hearing, and based upon the record of such hearing the Examiner shall prepare his written
report and recommendations for the disposition of the matter of proceeding by the Division. Such report and
recommendations shall either be accompanied by a proposed order or shall be in the form of a proposed order,
and shall be submitted to the Division Director with the certified record of the hearing.

RULE 1219. DISPOSITION OF CASES HEARD BY EXAMINERS

After receipt of the report and recommendations of the Examiner, the Division Director shall enter
the Division's order disposing of the matter or proceeding.

RULE 1220. DE NOVO HEARING BEFORE COMMISSION

When any order has been entered by the Division pursuant to any hearing held by an Examiner, any party
adversely affected by such order shall have the right to have such matter or proceeding heard de novo before
the Commission, provided that within 30 days from ttz date such order is rendered such party files with the
Division a written application for such hearing before the Commission. If such application is filed, the
matter or proceeding shall be set for hearing before the Commission at the first available hearing date
following the expiration of fifteen days from the date such application is filed with the Division. Any
person affected by the order or decision rendered by the Commission after hearing before the Commission may
apply for rehearing pursuant to and in accordance with the provisions of Rule 1222 and said Rule 1222
together with the law applicable to rehearing and appeals in matters and proceedings before the Commission
shall thereafter apply to such matter or proceeding.

RULE 1221, NOTICE OF COMMISSION AND DIVISION ORDERS

Within ten days after any order, including any order granting or refusing rehearing, or order following
rehearing, has been rendered, a copy of such order shall be mailed by the Division to each person or his
attorney of record who has entered his appearance of record in the matter of proceeding pursuant to which
such order is rendered,

RULE 1222. REHEARINGS

Within 20 days after entry of any order or decision of the Commission any person affected thereby may
file with the Division an application for rehearing in respect of any matter determined by such order or
decision, setting forth the respect in which such order or decision is believed to be erroneous. The
Conmission shall grant or refuse any such application in whole or in part within 10 days after the same is
filed and failurc to act thereon within such period shall be deemed a refusal therecf and a final disposition
of such application. In the event the rehearing is granted, the Commission may enter such new order or
decision after rehearing as may be required under the circumstances.

RULE 1223. CHANGES IN FORMS AND REPORTS

Any change in the forms and reports or rules relating to such forms and reports shall be made only by
order of the Commission or Division issued after due notice and hearing.



O ~RULES ON ADMINISTRATION
RULE 1301, DISTRICT OFFICES
To expedite administration of the work of the 0il Conservation Division of the New Mexico Energy and
Minerals Department and the enforcement of its rules and regulations, the state shall be divided into four

districts as follows:

DISTRICT 1 Lea, Roosevelt, and Curry Counties, and that portion of Chaves County lying east of the
North-South line dividing Ranges 29 and 30 East, NMPM.

Office at 1000 West Broadway, Hobbs.
Mailing Address:
01l Conservation Division
P, 0, Box 1980
Hobbs, New Mexico 88240
DISTRICT 2 Eddy, Otero, Dona Ana, Luna, Hidalgo, Grant, Sierra, Lincoln, and De Baca Counties, and
that portion of Chaves County lying west of the North-~South line dividing Ranges 29 and
30 East, NMPM.
Office at 10th and Dallas Streets, Artesia.
Mailing Address:
0il Conservation Division
Drawer DD
Artesia, New Mexico 88210
DIST:ICT 3 San Juan, Rio Arriba, McKinley, and Sandoval Counties.
Office at 1000 Rio Brazos Road, Aztec.
Malling Address:
0il Conservation Division
1000 Rio Brazos Road
Aztec, New Mexico 87410
DISTRICT 4 Remailnder of State,
Office in State Land Office Building, Santa Fe,
Mailing Address:
0il Conservation Division
P. O, Box 2088
Santa Fe, New Mexico 87501
Each district office shall be under the charge of a district supervisor, an oil and gas inspector, or
a deputy o1l and gas inspector. Unless otherwise specifically required, all matters pertaining to the Division
shall be taken care of through the district .office of the district in which the affected land is located.
RULE 1302, WHERE TO FILE REPORTS AND FORMS
All reports and forms required by the rules to be filed with the Division shall be filed in the number
and at the time specified on the form or report aor by the applicable rule in Section M, Reports, of these
rules, Unless otherwise specified, all such reports and forms shall be filed at the district office of the
district in which the land that is the subject matter of the report is located. All plugging bonds shall be

filed directly with the Santa Fe Office of the Division. A list of all plugging bonds approved and in force
shall be kept in each district office.

RULE 1303, DUTIES AND AUTHORITY OF FIELD PERSONNEL

0il and gas inspectors, deputy oil and gas inspectors, scouts, engineers and geologists duly appointed
by the Division have the authority and duty to enforce the rules and regulations of the Division. Only oil
and gas inspectors and their deputies shall have discretion to allow minor deviations from requirements of the
rules as to fileld practices where, by so doing, waste will be prevented or burdensome delay or expenses on
the part of the operator will be avoided.



RULE 1304, NUMBERING OF DIVISION ORDERS

All orders of the Division made after January 1, 1950, pertaining to the allocation of production of
01l and gas are prefixed with the letter "A" and are numbered comsecutively, commencing with the number 1,
i.e., the first allocation order issued after January 1, 1950, is No. A-1, the next A-2, etc,

All other orders of the Division made after January 1, 1950, are prefixed with the letter "R" and are
numbered consecutively, commencing with the number 1, i.e., the first such order issued after January 1,
1950, is No. R~1, the next R-2, etc.
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NEW MEXICO STATUTES ANNOTATED

1953 COMPILATION
CHAPTER 65

ARTICLE 3, REGULATION OF OIL AND GAS WELLS

hort Title,
Waste prohibited.
Waste - Definitions.
0il conservation commission ~ Members - State petroleum engineer - Term — Officers - Quorum -
Power to administer oaths.
0il conservation division - Director - State petroleum -~ engineer.
Commission's and division's powers and duties.
Rules of procedure in hearings - Manner of giving notice - Record of Rules, Regulations and
Orders.
Subpoena power - Immunity of natural persons required to testify.
Failure or refusal to comply with subpoe-a - Refusal to testify -~ Body attachment -~ Contempt.
Perjury - Punishment.
Power to commission and division to prevent waste and protect correlative rights.
Enumeration of Powers,
Additional powers of Commission or Division - Hearings before examiners - Hearings de novo.
Bonding requirement.
Allocation of allowable production among fields when division limits total amount of production.
Allocation of allowable production in field or pool.
Equitable allocation of allowable production - Pooling -~ Spacing.
Spacing or proration unit with divided mineral ownership.
Common purchasers - Discrimination in purchasing prohibited.
Penalty for violations.
Purchase, sale or handling of excess o0il, natural gas or products prohibited.
Rules and regulations to effectuate prohibitions against purchase c¢: handling of excess oil or
natural gas - Penalties.
Hearings on rules, regulations and orders — Notice - Emergency rules.
Reports of governmental departments or agencies as to market demand to be deemed prima facie-
correct.
Rehearings — Appeals,
Review of oll conservation commission decision ~ Appeals.
Temporary restraining order or injunction - Grounds — Hearing - Bond.
Actions for violations.
Actions for damages - Institution of actions for injunctions by private parties.
Violation of court order grounds for appointment of receiver.
Penalties for violations -~ Accessories.
Seizure and sale of illegal oil or gas or products - Procedure.
Definitions of words used in act,
Regulation, conservation and prevention of waste of carbon dioxide gas.
Legal representation before the Federal Power Commission.
Removing or altering marks of identification - Penalty.
0il and gas reclamation fund created.
Reclamation fund administered - Plugging wells on Federal land - Right of Indemnification ~
Annual report - Contractors selling equipment for salvage.

ARTICLE 9, UNDERGROUND STORAGE OF NATURAL GAS

Public interest and welfare,

Definitions,

Acquisition of lands for purposes of underground natural gas storage — Lands controlled by
public body, executor, administrator, guardian, receiver, or trustee.

Appropriation of underground storage facilities ~ Limitations.

Findings of 0il Conservation Division.

Commission or division procedure.

Exercise of right of eminent domain.

Ownership of injected gas.

ARTICLE 14, STATUTORY UNITIZATION ACT
Purpose of act. ‘
Short Title,
Additiconal powers and duties of the oll conservation division,
Definitions.
Requisites of application for unitization.
Matters to be found by the division precedent to issuance of unitization order.



65-14~7, Division orders.

65-14~8. Ratification or approval of plan by owners.

65-14-9. Amendment of plan of unitization,

65-14~10. Previously established units.

65-14-11. Unit operations of less than an entire pool.

65-14~12, Operation - Expressed or implied covenants.

65-14-13. Income from unitized substances.

65-14-14. Lien for costs,

65-14~15., Liability for expenses.

65-14-~16. Division orders.

65-14-17, Property rights.

65-14-18, Existing rights, rights in unleased land, and royalties and lease burdens,
65-14-~19. Agreements not violative of laws governing monopolies or restraint of trade.
65-14~20. Evidence of umit to be recorded.

65-14-21. Unlawful operation.

CHAPTER 72
ARTICLE 20, OIL AND GAS CONSERVATION TAX ACT
SECTION 72-20-4, 01l and gas conservation tax levied - collected by commission - Rate - Interest owner's
liability to State = Indian liability.
72-20-14, Disposition of oil conservation fund.
CHAPTER 75

ARTICLE 39, WATER QUALITY ACT

SECTION 75-39-2, Definitions.
75-39-3. Water quality control commission created.
75-39-4., Dutiles and powers of commission.
75-39-~4,1, Permits — Appeals — Penalty.
75-39-5, Adoption of regulations ~ Notice and hearing.
75-39-6, Validity of regulation - Judicial review.
75-39-7., Duties of constituent agencies.
75-39-8, Powers of constituent agencies.
75-39-9, Abatement of water pollution.

75-39-10, Emergency procedure,
75-39-11. Limitation upon operation of act.
75-39-12, Construction of act.



65~3-1.1. SHORT TITLE.--Sections 65-3-1,1 through 65-3~31 and 65-3-35 and 65-3-36 NMSA 1953 may be
cited as the "011 and Gas Act".

65~3-2. WASTE PROHIBITED,

The production or handling of crude petroleum oil or natural gas of any type or in any form, or the
handling of products thereof, in such manner or under such conditions or in such amounts as to constitute
or result in waste is each hereby prohibited.

65~3-3, WASTE ~ DEFINITIONS.

' in addition to its ordinary meaning, shall include:

As used in this act, the term ''waste,’
A. "underground waste" as those words are generally understood in the oil and gas business,
and in any eveant to embrace the inefficient, excessive, or improper, use or dissipation of the resetrvoir
energy, including gas energy and water drive, of any pool, and.the locating, spacing, drilling, equipping,
operating, or producing, of any well or wells in a manner to reduce or tend to reduce the total quantity
of crude petroleum oil or natural gas ultimately recovered from any pool, and the use of inefficient under-
ground storage of natu.al gas.

B. "Surface Waste" as those words are generally understood in the oil and gas business, and in
any event to embrace the unnecessary or excessive surface loss or destruction without beneficial use, however
caused, of natural gas or any type or in any form or crude petroleum oil, or any product thereof, but in-
cluding the loss or destruction, without beneficial use, resulting from evaporation, seepage, leakage,
or fire, especially such loss or destruction incident to or resulting from the manner of spacing, equipping,
operating, or producing, well or wells, or incident to or resulting from the use of inefficient storage or
from the production of crude petroleum oil or natural gas in excess of the reasonable market demand.

C. The production of crude petroleum oil in this state in excess of the reasonable market demand
for such crude petroleum oil. Such excess production causes or results in waste which is prohibited by
this act. The words ''reasonable market demand,'" as used herein with respect to crude petroleum oil, shall
be construed to mean the demand for such crude pecroleum oil for reasonable current requirements for current
consumption and use within or outside the state, together with the demand for such amounts as are reasonably
necessary for building up or maintaining reasonable storage reserves of crude petroleum oil or the products
thereof, or both such crude petroleum oil and products.

D. The non-ratable purchase or taking of crude petroleum oil in this state. Such non-ratable
taking and purchasing causes or results in waste, as defined in the subsections (a), (b), (c¢) of this
section and causes waste by violating Section 12 (65-3-13) of this act.

E. The production in this state of natural gas from any gas well or wells, or from any pool,
in excess of the reasonable market demand from such source for natural gas of the type produced or in excess
of the capacity of gas transportation facilities for such type of natural gas. The words "reasonable market
demand,'" as used herein with respect to natural gas, shall be construed to nean the demand for natural gas
for reasonable current requirements, for current consumption and for use within or outside the state, together
with the demand for such amounts as are necessary for building up or maintaining reasonable storage reserves
of natural gas or products thereof, or both such natural gas and products.

F. Drilling or producing operations for oil or gas within any area containing commercial deposits
of potash where such operations would have the effect unduly to reduce the total quantity of such commercial
deposits of potash which may reasonably be recovered in commercial quantities or where such operations would
interfere unduly with the orderly commercial development of such potash deposits.

65~3-4. OIL CONSERVATION COMMISSION--MEMBERS-~TERM—-OFFICERS--QUORUM--POWER TO ADMINISTER OATHS.--There

is hereby created an oil conservation commission, hereinafter in this act called the "commission” to be
composed of the commissioner of public lands, the state geologist and the director of the oil conservation
division, No salary or compensation shall be paid any member of the commission for his services as a member
thereof. The ternm of office of each member of the commission shall be concurrent with the other office held
by him, The commission shall organize by electing a chairman from its membership. Two members of the
commission shall constitute a quorum for all purposes. The commission shall adopt a seal and such a seal
affixed to any paper signed by the director of the oil conservation division shall be prima facle evidence
of the due execution thereof., The attorney general shall be the attorney for the commission. Any member

of the commission, or the director of the oil conservation division, or any euployee of the commission or
division, shall have power to administer caths to any witness in any hearing, investigation or procceding
contemplated by this act or by any other law of this state relating to the conservation of oil and gas.

65~3-4,1, OIL CONSERVATION DIVISION-~DIRECTOR~~STATE PETROLEUM ENGINEER.-—
A. The director of the oil conservation division shall be known as the state petroleum engineer.

B. The director shall be appointed by the secretary of the energy and minerals department and
shall:



(1) be a resident of this state; and

(2) be registered by the state board of registration for professional enginecers and land
surveyors as a petroleum engineer; or

(3) by virtue of education and experience have expertise in the field of petroleum engineering.
65-3-5. COMMISSION'S AND DIVISION'S POWERS AND DUTIES.--

A. The division shall have, and is hereby given, jurisdiction and authority over all matters re-
lating to the conservation of oil and gas and the prevention of waste of potash as a result of oil or gas
operations in this state. It shall have jurisdiction, authority and control of and over all persons, matters
or things necessary or proper to enforce effectively the provisions of this act or any other law of this
state relating to the conservation of oil or gas and the prevention of waste of potash as a result of oil or
gas operations.

B. The commission shall have concurrent jurisdiction and authority with the division to the
extent necessary for the commission to perform its duties as required by law.

65-3-6. RULES OF PROCEDURE IN HEARING--MANNER OF GIVING NOTICE--RECORD OF RULES,REGULATIONS AND ORDERS.--
The division shall prescribe its rules of order or procedure in hearing or other proceedings before it under
this act. Any notice required to be given under this act or under any rule, regulation or order prescribed
by the commission or division shall be personal service on the person affected, or by publication once in a
newspaper of general circulation published at Santa Fe, New Mexico, and once in a newspaper of general
circulation published in the county, or each of the counties if there be more than one, in which any land, oil
or gas or other property which may be affected shall be situated. Such notice shall issue in the name of
“the State of New Mexico' and shall be signed by the director of the division, and the seal of the commission
shall be impressed thereon, and it shall specify the number and style of the case, and the time and place
of hearing, shall briefly state the general nature of the order or orders, rule or rules, or regulation or
regulations contemplated by the division on its own motion or sought in a proceeding brought before the
comnission or division, the name of the petitioner, or applicant, and, unless the order, rule or regulation
is intended to apply to and affect the entire state, it shall specify or generally desc:ibe the common source
or sources of supply that may be affected by such order, rule or regulation. Personal service thereof may be
made by any agent of the division or by any person over the age of eighteen years, in the same manner as is
provided by law for the service of summons in civil actions in the district courts of this state, Such
service shall be complete at the time of such personal service or on the date of such publication, as the case
may be. Proof of service shall be the affidavit of the person making personal service, or of the publisher
of the newspaper in which publication is had, as the case may be, All rules, regulations and orders made by
the commission or divisicn shall be entered in full by the director thereof in a book to be kept for such
purpose by the division, which shall be a public record and open to inspection at all times during reasonable
office hours. A copy of any such rule, regulation or order, certified by the director of the division under
the seal of the commission, shall be received In evidence in all courts of the state with the same effect
as the original.

65-3-7. SUBPOENA POWER~~IMMUNITY OF NATURAL PERSONS REQUIRED TO TESTIFY.--The commission, or any member
thereof, or the director of the division or his authorized representative, is hereby empowered to subpoena
witnesses, to require their attendance and giving of testimony before it, and to require the production of
books, papers and records in any proceeding before the commission or the division., Noc person shall be excused
from attending and testifying or from producing books, papers and records before the commission or the
division, or from obedience to the subpoena of the said commission or division, whether such subpoena be
signed or issued by one or more of the members of the said commission, or the director of the division, in
any hearing, investigation or proceeding held by or before the said commission or division or in any cause
or proceeding in any court by or against the said commission or division, relative to matters within the
jurilsdiction of said commission or division, on the ground or for the reason that the testimony or evidence,
documentary or otherwise, required of him may tend to incriminate him or subject him to a penalty or forfeiture;
provided that nothing herein contained shall be construed as requiring any person to produce any books, papers
or records, or to testify in response to any inqulry, not pertinent to some question lawfully before such
commission or division or court of determination., No natural person shall be subjected to criminal prosecu-
tion, or to any penalty or forfeiture for or on account of any transaction, matter or thing concerning which
he may be required to testify, or produce evidence, documentary or otherwise before said commission or
division, or in obedience to its subpoena, or in any cause or proceeding, provided, that no person testifying
shall be exempted from prosecution and punishment for prejury committed in so testifying.

65-3-~8, FAILURE OR REFUSAL TO COMPLY WITH SUBPOENA--REFUSAL TO TESTIFY--BODY ATTACHMENT--CONTEMPT.-~-
In case of fallure or refusal on the part of any person to comply with any subpoena issued by said commission
or any member thereof, or the director of the division or his authorized representative, or on the refusal
of any witness to testify or answer as to any matters regarding which he may be lawfully interrogated, any
district court in this state, or any judge thereof, on application of said commission or division, may
issue an attachment for such person and compel him to comply with such subpoena and to attend before the
commission or division and produce such documents, and give hils testimony upon such matters as may be lawfully
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required, and such court or judge shall have the power to punish for contempt as in case of disobedience
of a like subpoena issued by or from such court, or a refusal to testify therein.

65-3~-9. PERJURY--PUNISHMENT.--1f any person of whom an oath shall be required under the provisions
of this act, or by any rule, regulation or order of the commission or division, shall willfully swear falsely
in regard to any matter or thing respecting which such oath is required, or shall willfully make any false
report or affidavit required or authorized by the provisions of this act, or by any rule, regulation or
order of the commission or division, such person shall be deemed guilty of perjury and shall be punished by
imprisonment in the state penitentiary for not more than five years nor less than six months.

65-3-10. POWER OF COMMISSION AND DIVISION TO PREVENT WASTE AND PROTECT CORRELATIVE RIGHTS.--

A. The division 1s hereby empowered, and it is its duty, to prevent waste prohibited by this act
and to protect correlative rights, as in this act provided. To that end, the division is empowered to make
and enforce rules, regulations and orders, and to do whatever may be reasonably necessary to carry out
the purpose of this act, whether or not indicated or specified in any section hereof.

B. The commission shall have concurrent jurisdiction and authority with the division to the
extent necessary for the commission to perform its duties as required by law.

65-3-11. FENUMERATION OF POWERS .-~

A. Included in the power given to the division is the authority to collect data; to make
investigation and inspections; to examine properties, leases, papers, books and records; to examine, check,
test and gauge oil and gas wells, and tanks, plants, refineries, and all means and modes of transportation
and equipment; to hold hearings; to provide for the keeping of records and the making of reports and for
the checking of the accuracy thereof; to limit and prorate production of crude petroleum oil or natural gas,
or both, as in this act provided; to require either generally or in particular areas certificates of
clearance or tenders in connection with the tramsportation of crude petroleum oil or natural gas or any
products thereof, or both such 0il and products, or both such natural gas and products.

B. Apart from any authority, express or implied, elsewhere given to or existing in the division
by virtue of this act or the statutes of this state, the division is hereby authorized to make rules,
regulations and orders for the purposes and with respect to the subject matter stated herein, viz.:

(1) to require dry or abandoned wells to be plugged in such a way as to confine the crude
petroleum oil, natural gas, or water in the strata in which they are found, and to prevent them from escaping
into other strata; the division shall require a corporate surety bond in a sum not to exceed fifty thousand
dollars ($50,000) conditioned for the performance of such regulations;

(2) to prevent crude petroleum oil, natural gas, or watet from escaping from strata in which
they are found into another stratum or other strata;

(3) to require reports showing locations of all oil or gas wells, and for the filing of logs
and drilling records or reports;

(4) to prevent the drowning by water of any stratum or part thereof capable of producing oil
or gas, or both oil and gas, in paying quantities, and to prevent the premature and irregular encroachment
of water, or any other kind of water encroachment, which reduced or tends to reduce the total ultimate
recovery of crude petroleum oil or gas, or both such oil and gas, from any pool;

(5) to prevent fires;

(6) to prevent "blow-outs" and "caving'" in the sense that the conditions indicated by such terms

are generally understood in the oil and gas business;

(7) to require wells to be drilled, operated and produced in such manner as to prevent injury
to neighboring leases or properties;

(8) to identify the ownership of oil or gas producing leases, properties, wells, tanks,
refineries, pipelines, plants, structures, and all transportation equipment and facilities;

(9) tc require the operation of wells with efficient gas-oil ratios and to fix such ratios;
(10) to fix the spacing of wells;

(11) to determine whether a particular well or pool is a gas or oil well, or a gas or oil pool,
as the case may be, and from time to time to classify and reclassify wells and pools accordingly;

(12) to determine the limits of any pool or pools producing crude petroleum oil or natural gas
or both, and from time to time redetermine such limits;



(13) to regulate the methods and devices employed for storage in this state of oil or natural
gas or of any product thereof including subsurface storage;

(14) to permit the injection of natural gas or of any other substance into any pool in this
state for the purpose of repressuring, cycling, pressure maintenance, secondary or any other enhanced recovery
operation;

(15) to regulate the disposition of water produced or used in connection with the drilling
for or producing of oil or gas, or both, and to direct surface or subsurface disposal of such water in a
manner that will afford reasonable protection against contamination of fresh water supplies designated by
the state engincer;

(16) to determine the limits of any area containing commercial potash deposits and from time
to time redetermine such limits;

(17) to regulate and where necessary prohibit drilling or producing operations for oil or gas
within any area containing commercial deposits of potash where such operations would have the effect unduly
to reduce the total quantity of such commercial deposits of potash which may reasonably be recovered in
commercial quantities r where such operations would interfere unduly with the orderly commercial development
of such potash deposits; or

(18) to spend the oil and gas reclamation fund and do all acts necessary and proper to plug
dry and abandoned oil and gas wells in accordance with the provisions of the 0il and Gas Act and the Public
Purchases Act dncluding disposing of salvageable equipment and material removed from 0il and gas wells being
plugged by the state, .

65-3~11,1, ADDITIONAL POWERS OF COMMISSION OR DIVISION~-HEARINGS BEFORE EXAMINER--HEARINGS DE NOVO.--In
addition to the powers and authority, either express or implied, granted to the oil conservation commission or
division by virtue of the statutes of the state of New Mexico the division is hereby authorized and empowered
in prescribing its rules or order or procedure in connection with hearings or other proceedings before the
division to provide for the appointment of one or more examiners to be uembers of the staff of the division to
conduct hearings with respect to matters properly coming before the division and to make reports and recommendations
to the director of the division with respect thereto. Any member of the commission or the director of the division
or his authorized representative may serve as an examiner as provided herein. The division shall promulgate
rules and regulations with regard to hearings to be conducted before examiners and the powers and duties of the
examiners in any particular case may be limited by order of the division to particular issues or to the performance
of particular acts. In the absence of any limiting order, an examiner appointed to hear any particular case
shall have the power to regulate all proceedings before him and to perform all acts and take all measures
necessary or proper for the efficient and orderly conduct of such hearing, including the swearing of wi:nesses,
recelving of testimony and exhiblts offered in evidence subject to such objections as may be imposed, and shall
cause a complete record of the proceeding to be made and transcribed and shall certify the same to the director
of the division for consideration together with the report of the examiner and his recommendations in connection
therewith., The director of the division shall base the decision rendered in any matter or proceeding heard
by an examiner, upon the transcript of testimony and record made by or under the supervision of the examiner
in connection with such proceeding, and such decision shall have the same force and effect as if said hearing
had been conducted before the director of the division. When any matter or proceeding is referred to an
examiner and a decision 1s rendered thereon, any party adversely affected shall have the right to have said
matter heard de novo before the commission upon application filed with the division within thirty days
from the time any such decision is rendered,

65~3-11,2, BONDING REQUIREMENT,--

A. Each person, firm, corporation or association who operates any oil, gas or service well within
the state shall, as a condition precedent to drilling or producing the well, furnish a surety bond to the oil
conservation division running to the benefit of the state of New Mexico, conditioned that the well be
plugged and abandoned in compliance with the rules and regulations of the oil conservation division. The oil
conservation division shall establish categories of surety bonds after notice and hearing. Such categories
shall include a blanket plugging bond in an amount not to exceed fifty thousand dollars ($50,000) and one-well
plugging bonds in amounts determined sufficient to reasonably pay the cost of plugging the wells covered by
each bond, In establishing categories of bonds, the oil conservation division shall consider the depth of
the well involved, the length of time since the well was produced, the cost of plugping similar wells and
such other factors as the oil conservation division deems relevant. In addition to the blanket plugging
bond, the oil conservation division may require a one-well bond on any well that has been held in a
temporarily abandoned status for more than two years. All bonds shall remain in force and effect until
released by the oil conservation division. The o0il conservation division shall release a bond when it is
satisfied the conditions thereof have been fully perforied.

B. 1f any of the requirements of the 0il and Gas Act or the rules and regulations promulgated
pursuant theretc have not been complied with, the division, after notice and hearing, may order any well
plugged and abandoned by the operator or surety, or both, in accordance with divisicn rules and regulations.

If the order is not complied with, in the time period set out in the ordev, the surety bond shall be foxrfeited.
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C. When any bond is forfefted pursuant to the provisions of the 0il and Gas Act or rules and
regulations promulgated pursuant thereto, the director shall give notice to the attormey general who shall
collect the forfeiture without delay,

D. All forfeitures shall be deposited in the state treasury in the oil and gas reclamation fund.

E. When the surety bond proves imnsufficient to cover the cost of plugging oil and gas wells
on land other than federal land and funds must be expended from the o0il and gas reclamation fund to meet
the additional expenses, the oil conservation division is authorized to bring suit against the operator
in the district court of the county in which the well is located for indemnification for all costs in-
curred by the oil conservation division in plugging the well. All funds collected pursuant to a judgment in a
suit for indemnification brought under the provisions of this section shall he deposited in the oil and
gas reclamation fund."

"65-3-12, ALLOCATION OF ALLOWABLE PRODUCTION AMONG FIELDS WHEN DIVISION LIMITS TOTAI, AMOUNT OF PRO-
DUCTION.~-Whenever, to prevent waste, the division limits the total amount of crude petroleum oil to be
produced in this state, it shall allocate or distribute the allowable productions among the fields of the
state, Such allocation or distribution among the fields of the state shall be made on a reasonable basis,
giving, if reasonable under all circumstances, to each pool with small wells of settled production, .n
allowable production which will prevent a general premature abandonment of the wells in the field."

65~3~13. ALLOCATION OF ALLOWABLE PRODUCTION IN FIELD OR POOL,—-

A. Whenever, to prevent waste, the total allowable production of crude petroleum oil for any
field or pool in the state is fixed by the division in an amount less than that which the field or pool
could produce if no restriction were imposed, the division shall prorate or distribute the allowable pro-
duction among the producers in the field or pool, upon a reasonable basis and recognizing correlative rights.

B, Crude petroleum oil produced within the allowable as fixed by the division shall herein be
referred to as "legal 011" and crude petroleum o0il produced in excess of such allowable shall be "illegal oil."

C. Whenever, to prevent waste, the total allowable natural gas production from gas wells producing
from any pool in this state is fixed by the division in an amount less than that which the pool could produce
1f no restrictions were imposed, the division shall allocate the allowable production among the gas wells
in the pool delivering to a gas transportation facility upon a reasonable basis and recogniuing correlative
rights, and shall include in the proration schedule of such pool any well which it finds is being unreasunably
discriminated against through denial of access to a gas tramsportation facility which is reasonably capable
of handling the type of gas produced by such well. In protecting correlative rights the division may give
equitable consideration to acreage, pressure, open flow, porosity, permeability, deliverahility and quality
of the gas and to such other pertinent factors as may from time to time exist, and in so far as is practicable,
shall prevent drainage between producing tracts in a pool which is not equalized by counterdrainage. In allo-
cating production pursuant to the provisions of this subsection, the division shall fix proration periods
of not less than six months. 1t shall determine reasonable market demand and make alllocations of production
during each such period, upon notice and hearing, at least thirty days prior to the beginning of each
proration period. In so far as is feasible and practicable, gas wells having an allowable in a pool shall
be regularly produced in proportion to their allowables in effect for the current proration period. Without
approval of the division or ons of its duly authorized agents, no natural gas well or pool shall be allowed
to produce natural gas in excess of the allowable assigned to such source during any proration period; provided,
that during an emergency affecting a gas transportation facility a gas well or pool having high deliverability
period of emergency, not exceeding ten days, without penalty. The division may order subsequent changes in
allowables for wells and pools to make fair and reasonable adjustment for overage resulting from the
emergency. The provisions of this subsection shall not apply to any wells or pools used for storage and
withdrawal from storage of natural gas originally produced not in violation of this act or the rules,
regulations or arders of the division,

D. In fixing the allowable of a pool under Subsection C of this section, the division shall
consider nominations of purchasers but shall not be bound thereby and shall so fix pool allowables as to
prevent unreasonable discrimination between pools served by the same gas transporation facility by a pur-
chaser purchasing in more than one pool.

E. Natural gas produced from gas wells within the allowable as determined as provided in
Subsection C of this section shall herein be referred to as ‘legal gas", and natural gas produced in excess

of such allowable shall be "illegal gas'.

65-3-14, IQUITABLE ALLOCATION OF ALLOWABLE PRODUCTION--POOLING--SPACIHNG.--
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A. The rules, regulations or orders of the division shall, so far as it is practicable to do so,
afford to the owner of each property in a pool the opportunity to produce his just and equitable share of the
0il or gas, or both, in the pool, being an amount, so far as can be practically determined, and so far as such
can be practicably obtained without waste, substantially in the proportion that the quantity of the recover-
able oil or gas, or both, under such property bears to the total recoverable oil cr gas, or both, in the
pool, and for this purpose to use his just and equitable share of the reservoir cnergy.

B. The division may establish a proration unit for each pool, such being the area that can be
efficiently and economically drained and developed by one well, and in so doing the division shall consider the
economic loss caused by the drilling of unnecessary wells, the protection of corrclative rights, including
those of royalty owners, the prevention of waste, the avoidance of the augmentaticn of risks arising from
the drilling of an excessive number of wells, and the prevention of reduced recovery which might result from
the drilling of too few wells,

C. When two or more separately owned tracts of land are embraced within a spacing or proration
unit, or where there are owners of royalty interest or undivided interest in oil and gas minerals which are
separately owned or any combination thereof, embraced within such spacing or prorztion unit, the owner or
owners thereof may validly pool their interests and develop their lands as a unit. Where, however, such
owner or owners have r.t agreed to pool their interests, and where one such separzte owners, or owners, who
has the right to drill has drilled or proposes to drill a well on said unit to a common source of supply, the
division, to avoid the drilling of unnecessary wells or to protect correlative rights, or to prevent waste,
shall pool all or any part of such lands or interests or both in the spacing or proration unit as a unit.

All orders effecting such pooling shall be made after notice and hearing, and shall be upon
such terms and conditions as are just and reasonable and will afford to the owner or .owners of each tract or
interest in the unit the opportunity to recover or receive without unnecessary expense his just and fair share
of the oil or gas, or both., Each order shall describe the lands included in the unit designated thereby,
identify the pool or pools to which it applies and designate an operator for the unit. All operations for the
pooled oil or gas, or both, which are conducted on any portion of the unit shall be deemed for all purposes to
have been conducted upon each tract within the unit by the owner or owners of such tract. For the purpose
-of determining the portions of production owned by the persons owning interests in the pooled o0il or gas,
or both, such production shall be allocated to tb. respective tracts within the unit in the proration that the
number of surface acres included within each tract bears to the number of surface acres included in the entire
unit, The portion of the production allocated to the owner or owners of each tract or interest included in a
well spacing -r proration unit formed by a pooling order shall, when produced, be considered as if produced from
the separately owned tract or interest by a well drilled thereon. Such pooling order of the division shall
make definite provision as to any owner, or owners, who elects not to pay his proportionate share in advance for
the pro rata reimbursement solely out of production to the parties advancing the costs of the development and
operation, which shall be limited to the actual expenditures required for such purpose not in excess of what
are reasonable, but which shall include a reasonable charge for supexrvision and may include a charge for the
risk involved in the drilling of such well, which charge for risk shall not exceed two hundred percent cf the
nonconsenting working interest owner's or owners' pro rata share of the cost of drilling and completing the well.

In the event of any dispute relative to such costs, the division shall determine the proper costs
after due notice to interested parties and hearing thereon. The division is specifically authorized to provide
that the owner or owners drilling, or paying for the drilling, or for the operation of a well for the benefit
of all shall be entitled to all production from such well which would be received by the owner, or owners, for
whose beneift the well was drilled or operated, after payment of royalty as provided in the lease, if any,
applicable to each tract or intexest, and obligations payable out of production, until the owner or owners
drilling or operating the well or both have been paid the amount due under the terms of the pooling order or
order settling such dispute. No part of the production or proceeds accruing to any owner or owners of a separate
interest in such unit shall be applied toward the payment of any cost properly chargeable to any other interest
in said unit,

If the interest of any owner or owners of any unleased mineral interest is pooled by virtue of
this act, seven-eighths of such interest shall be considered as a working interes: and one-eights shall be
considered a royalty interest, and he shall in all events be paid one-eighth of all production from the unit and
creditable to his interest.

D. Minimum allowable for some wells may be advisable from time to time, especially with respect to
wells already drilled when this act takes effect, to the end that the production will repay reasonable lifting
cost and thus prevent premature abandonment and resulting waste.

E. Whenever it appears that the owners in any pool have agreed upon a plan for the spacing of wells,
or upon a plan or method of distribution of any allowable fixed by the division for the pool, or upon any other
plan for the development or operation of such pool, which plan, in the judgment of the division, has the effect
of preventing waste as prohibited by this act and is fair to the royalty onwers in such pool, then such plan
shall be adopted by the division with respect to such pool; however, the division, upon hearing and after notice,
may subsequently modify any such plan to extent necessary to prevent waste as pronibited by this act.



F. After the effectfve date of any rule, regulation or order fixing the allowable production, no
pexrson shall produce more than the allowable production applicable to him, or his wells, leases or properties
determined as in this act provided, and the allowable production shall be produced in accordance with the
applicable rules, regulations or orders.

65-3-14.5. SPACING OR PRORATION UNIT WITH DIVIDED MINERAL OWNERSHIP.--

A. Whenever the operator of any oll or gas well shall dedicate lands comprising a standard spacing
or proration unlt to an oil or gas well, it shall be the obligation of the operator, if two or more separately
owned tracts of land are embraced within the spacing or proration unit, or where there are owners of royalty
interests or undivided interest in oil or gas minerals which are separately owned or any combination thereof,
embraced within such spacing or proration unit, to obtain voluntary agreements pooling said lands or interests
or an ordexr of the division pooling said lands, which agreement or order shall be effective from the first
production. Any division order that increases the size of a standard spacing or proration unit for a pool,
or extends the boundaries of such a pool, shall require dedication of acreage to existing wells in the pool
in accordance with the acreage dedication requirements for said pool, and all interests in the spacing or
proration units that are dedicated to the affected wells shall share in production from the effective date
of said order,

B. Any operator failing to obtain voluntary pooling agreements, or failing to apply for an order
of the division pooling the lands dedicated to the spacing or proration unit as required by this section,
shall nevertheless be liable to account to and pay each owner of minerals or leasehold interest, including
owners of overriding royalty interests and other payments out of production, either the amount to which each
interest would be entitled if pooling had occurred or the amount to which each interest is entitled in the
absence of pooling, whichever is greater.

C. Nonstandard spacing or proration units may be established by the division and all mineral and
leasehold interests in any such nonstandard unit shall share in production from that unit from the date of
the order establishing the said nonstandard unit.

65-3-15, COIMON PURCHASES~~DISCRIMINATION IN PURCHASING PROHIBITED.~--

A. Every person now engaged or hereafter engaging in the business of purchasing oil to be trans-
ported through pipelines, shall be a common purchaser thereof, and shall without discrimination in favor of
one producer as against another in the same field, purchase all o0il tendered to it vhich has been lawfully
produced in the vicinity of, or which may be reasonably reached by pipelines through which it is transporting
0il, or the gathering branches thereof, or which may be delivered to the pipeline or gathering branches thereof
by truck or otherwise, and shall fully perform all the duties of a common purchaser. If any common purchaser
shall not have need for all such oil lawfully produced within a field, or if for any reason it shall be unable
to purchase all such oil, then it shall purchase from each producer in a field ratably, taking and purchasing
the same quantity of oil from each well to the extent that each well is capable of producing its ratable por-
tions; provided however, nothing herein contained shall be construed to require more than one pipeline
connection for each producing well, In the event any such common purchaser of oil is likewise a producer or
is affiliated with a producer, directly or indirectly, it is hereby expressly prohibited from discriminating
in favor of its own production or in favor of the production of an affiliated producsr as against that of
others and the o0il produced by such common purchaser or by the affiliate of such common purchaser shall be
treated as that of any other producer for the purposes of ratable taking.

B, It shall be unlawful for any common purchaser to unjustly or unreasonably discriminate as to
the relative quantities of oil purchased by it in the various fields of the state; the gquestion of the
justice or reasonableness to be determined by the division, taking into consideration the production and age
of wells in the respective fields and all other factors. It is the intent of this act that all fields shall
be allowed to produce and market a just and equitable share of the o0il produced and marketed in the state,
in so far as the same can be effected economically and without waste.

C. It shall be the duty of the division to enforce the provisions of this act, and it shall have
the power, after notice and hearing as provided in Section 65-3~20 NMSA 1953, to make rules, and regulations
and orders defining the distance that extension of the pipeline system shall be made to all wells not
served; provided that no such authorization or order shall be made unless the division finds as to such
extension that it 1s reasonably required and economically justified, or as to such extension of facilities
that the expenditures involved therein, and the expense incident thereto, is justified in relation to the
volume of o0il available for transportation through said extension; and such other rules, regulations and orders
as may be necessary to carry out the provisions of this act, and in making such rules, regulations and orders,
the division shall give due consideration to the economic factors involved. The division shall have authority
to relieve such common purchaser, after due notice and hearing as herein provided, Zrom the duty of purchasing
crude petroleum oil of inferior quality or grade or that is not reasonably suitable for the requirements of such
common purchaser,

D. Any person now or hereinafter engaged in purchasing from one or more producers gas produced from
gas wells shall be a common purchaser thereof within each common source of supply from which it purchases, and
as such it shall purchase gas lawfully produced from gas wells with which its gas transportation facilities are



connected in the pool and other gas lawfully produced within the pool and tendered to a point on its gas
transportation facilities., Such purchases shall be made without unreasonable discrimination in favor of one
producer against another in the price paid, the quantities purchased, the basis of measurement or the gas
transportation facilities afforded for gas of like quantity, quality and pressure available from such wells.

In the event any such person is likewise a producer, he is prohibited to the same extent from discriminating

in favor of himself on production from gas wells in which he has an interest, direct or indirect, as against
other production from gas wells in the same pool, For the purpose of this act reasonable differences in prices
paild or facilities afforded, or both, shall not constitute unreasonable discriminazion 1f such differences bear
a failr relationship for differences in quality, quantity or pressure of the gas available or to the relative
lengths of time durding which such gas will be available to the purchaser. The provisions of this subsection
shall not apply:

(1) to any wells or pools used for storage and withdrawal from storage of natural gas originally
produced not 1in violation of this act or of the rules, regulations or orders of the division;

(2) to purchases of casing~head gas from oil wells; and
(3) to persons purchasing gas principally for use in the recovery or production of oil or gas.

E. Any common purchaser taking gas produced from gas wells from a common source of supply shall
take ratably under such rules, regulations and orders, concerning quantity, as may be promulgated by the
division consistent with this act., The division, in promulgating such rules, regulations and orders may
consider the quality and the deliverability of the gas, the pressure of the gas at the point of delivery, acre-
age attributable to the well, market requirements in the case of unprorated pools, and other pertinent factors,

F. Nothing in this act shall be construed or applied to require, directly or indirectly, any person
to purchase gas of a quality or under a pressure or under any other condition by reason of which such gas
cannot be economically and satisfactorily used by such purchaser by means of his gas transportation facilities
then in service,

65~3-17, PENALTY FOR VIOLATIONS.-~Any person who violates any provision of this act or in any rules,
regulation or order of the commission or the division made pursuant to this act shall, upon conviction, be
fined not more than one thousand dollars ($1,000) for each violation, Each day during which said violation is
continued shall be considered a separate and complete offense for this purpose.

65-3~18, PURCHASE, SALE OR HANDLING OF EXCESS OIL, NATURAL GAS OR PRODUCTS PROHIBITED.--

A, The sale or purchase or acquisition, or the transportation, refining, processing, or handling
in any other way, of crude petroleum oil or natural gas in whole or in part produced in excess of the amount
allowed by any statute of this state, or by any provision of this act, or by any rule, regulation or order
of the commission or division made thereunder, is hereby prohibited, and such oil or commodity is hereby
referred to as "illegal o0il" or "illegal gas", as the case may be. '

B. The sale or purchase or acquisition, or the transportation, refining, processing or the handling
in any other way, of any product of crude petroleum or any product of natural gas, which product is derived in
whole or in part from crude petroleum oil or natural gas produced in whole or in part in excess of the amount
allowed by any statute of this state, or by any provisicns of this act, or by any rule, regulation or order
of the commission or division made thereunder, is hereby prohibited, and each such commodity or product is
herein referred to as "illegal oil product" to distinguish it from "legal oil product', or "illegal gas product"
to distinguish it from "legal gas product.'

65-3-19, RULES AND REGULATIONS TO EFFECTUATE PROHIBITIONS AGAINST PURCHASE OR HANDLING OF EXCESS OIL
OR NATURAL GAS--PENALTIES,--

A. The division is specifically authorized and directed to make such rules, regulations and orders,
and may provide for such certificates of clearance or tenders, as may be necessary to make effective the
prohibitions contained in Section 65-3-18 NMSA 1953,

B. Unless and until the division provides for certificates of clearance or tenders, or some other
method, so that any person may have an opportunity to determine whether any contemplated transaction of sale
or purchase or acquisition, or of transportation, refining, processing, or handling in any other way, involves
illegal oll or illegal oil product, or illegal gas or illegal gas product, no penalty shall be imposed for the
sale or purchase or acquisition, or the transportation, refining, processing, or handling in any other way,
of 1llegal oil or illegal oil product, or illegal gas or illegal gas product, except under circumstances stated
in the succeeding provisions of this paragraph., Penalties shall be imposed for the commission of each trans-
action prohibited in Section 65-3-18 NMSA 1953 when the person committing the same knows that illegal oil or
i1llegal oil product, or illegal gas or illegal gas product, is involved in such transaction, or when such
person could have known or determined such fact by the exercise of reasonable dilegence or from facts within
his knowledge. However, regardless of lack of actual notice or knowledge, penalties as provided in this act
shall apply to any sale or purchase or acquistion, and to the transportation, refining, processing, or
handling in any other way, of illegal oil or illegal oil product, or illegal gas or illegal gas product where



administrative provision i{s made for identifying the character of the commodity as to its legality. It shall
likewise be a violation for which penalties shall be imposed for any person to sell or puréhase oxr acquire,
or to transport, refine, process, or handle in any way any crude petroleum oil or natural gas or any product
thereof without complying with the rule, regulation or order of the commission or division relating thereto.

65~3-20. HEARINGS ON RULES, REGULATIONS AND ORDERS--NOTICE--EMERGENCY RULES.--Except as provided for
herein, before any rule, regulation or order, including revocation, change, renewal or extension thereof, shall
be made under the provisions of this act, a public hearing shall be held at such time, place and manner as
may be prescribed by the division. The division shall first give reasonable notice of such hearing (in no
case less than ten days, except in an emergency) and at any such hearing any person having an interest in
the subject matter of the hearing shall be entitled to be heard. In case an emergency is found to exist by
the division which in its judgment requires the making of a rule, regulation or order shall have the same
validity as if a hearing with respect to the same had been held after due notice. The emergency rule,
regulation or order permitted by this section shall remain in force no longer than fifteen days from its
effective date, and, in any event, it shall expire when the rule, regulation or order made after due notice
and hearing with respect to the subject matter of such emergency rule, regulation or order becomes effective.

Y"65~3~21, REPORTS OF GOVERNMENTAIL DEPARTMENTS OR AGENCIES AS TO MARKET DEMAND TO BE DEEMED PRIMA FACIE
CORRECT.-~The reports, -stimates, findings of fact, oxr similar documents or findings of the United States
bureau of mines, or of any other department or agency of the United States government, or of any bureau or agency
undexr an interstate compact to which the state of New Mexico is a party made with respect to the reasonable
market demand for crude petroleum oil, may be considered by the division or by any court and taken as being
prima facie correct."

65-3-22, REHEARINGS ~ APPEALS.

(a) Within twenty (20) days after entry of any order or decision of the Commission, any person
affected thereby may file with the Commission an application for rehearing in respect of any matter determined
by such order or decision, setting forth the respect in which such order or decision is believed to be erroneous.
The Commission shall grant or refuse any such application in whole or in part within ten (10) days after the same
is filed and failure to act thereon within such period shall be deemed a refusal thereof and a final disposition
of such application., In the event the rehearing is granted, the Commission may enter such new order or decision
after rehearing as may be required under the circumstances.

(b) Any party to such rehearing proceeding, dissatisfied with the disposition of the applicatien
for rehearing, may appeal therefrom to the District Court of the county wherein is located any property of such
party affected by the decision, by filing a petition for the review of the action of the Commission within
twenty (20) days after the entry of the order following rehearing or after the refusal or rehearing as the case
may be., Such petition shall state briefly the nature of the proceedings before the Commission and shall set
forth the order or decision of the Commission complained of and the grounds of invalidity thereof upon which
the applicant will rely; provided, however, that the questions reviewed on appeal shall be only questions presented
to the Commission by the application for rehearing. Notice of such appeal shall be served upon the adverse
party or parties and the Commission iun the manner provided for the service of summons in civil proceedings. The
trial upon appeal shall be de novo, without a jury and the transcript of proceedings before the Commission,
including the evidence taken in hearings by the Commission, shall be received in evidence by the court in whole
or in part upon offer by either party, subject to legal objections to evidence, in the same manner as if such
evidence was originally offered in the District Court, The Commission action complained of shall be prima
facie valid and the burden shall be upon the party or parties seeking review to establish the invalidity of such
action of the Commission. The Court shall determine the issues of fact and of law and shall, upon a preponder-
ance of the evidence introduced before the Court, which may include evidence in addition to the transcript
of procecedings before the Commission, and the law applicable thereto, enter its order either affirming,
modifying, or vacating the order of the Commission, In the event the Court shall modify or vacate the order
or decision of the Commission, it shall enter such order in lieu thereof as it may determine to be proper. Appeals
may be taken from the judgment or decislon of the District Court to the Supreme Court in the same manner as pro-
vided for appeals from any other final judgment entered by a District Court in this State. The trial of such
application for relief from action of the Commission and the hearing of any appeal to the Supreme Court from the
action of the District Court shall be expedited to the fullest possible extent.

(c) The pendency of proceedings to review shall not of itself stay or suspend operation of the
order or decision being reviewed, but during the pendency of such proceedings, the District Court in its
discretion may, upon its own motion or upon proper application of any party thereto, stay or suspend, in whole
or in part, operation of said order or decision pending review thereof, on such terms as the court deems just
and proper and in accordance with the practice of courts exercising equity jurisdiction; provided, that the
court, as a condition to any such staying or suspension of operation of any ovder or decision, may require that
one or more parties secure, in such form and amount as the court may deem just and proper, one or more other
parties against loss or damage due to the staying ot suspemsion of the Commission'’s order or decision, in the
event that the action of the Commission shall be affirmed.

(d) The applicable rules of practice and procedure in civil cases fcr the courts of this state

shall govern the procecdings for review, and any appeal therefrom to the Supreme Court of this state, to the
extent such rules are consistent with provisions of this act.
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65-3-22,1, REVIEW OF OIL CONSERVATION COMMISSION DECISION--APPEALS.--

. The secretary of energy and minerals department may hold a public hearing to determine whether an order
or decision issued by the oil conservation commission contravenes the department's statewide plan or the public
interest, The hearing shall be held within twenty days after the entry of the commission order or decision
following a rehearing or after the order refusing a rehearing as the case may be. The hearing shall be a de
novo proceeding and the secretary shall enter such order or decision as may be required under the circumstances,
having due regard for the conservation of the state's oil, gas and mineral resources, and the commission shall
modify its own order or decision to comply therewith, If a rehearing before the commission was granted, the
record of the rehearing shall be made part of the record of the hearing before the secretary. If the application
for rehearing was denied, the record of the hearing before the commission or the division shall be made part of
the record of the hearing before the secretary. Such orders and decisions of the secretary may be appealed by
any party to the original hearing or the rehearing before the commission, or by any party to the hearing before
the secretary held pursuant to this section, in accordance with the procedure of Subsections (b), (c) and (d)
of Section 65-3-22 NMSA 1953 except that the appeal shall not be a de novo proceeding and shall be limited to a
review of the record of the hearing held pursuant to the provisions of this section.

65-3-23, TEMPORARY RESTRAINING ORDER OR INJUNCTION--GROUNDS--HEARING--BOND,--—

A. No temporary restraining order or injunction of any kind shall be granted against the commission
or the members thereof, or against the attorney general, or against any agent, employee or representative of the
division, restraining the commission, or any of its members, or the division or any of its agents, employees or
representatives, or the attorney general, from enforcing any statute of this state relating to conservation of
0il or gas, or any of the provisions of this act, or any rule, regulation or order made thereunder, except after
due notice to the director of the division, and to all other defendants, and after a hearing at which it shall
be clearly shown to the court that the act done or threatened is without sanction of law, or that the provision
of this act, or the rule, regulation or order complained of, is invalid, and that, if enforced against the
complaining party, will cause an irreparable injury. With respect to an order to decree granting temporary
injunctive relief, the nature and extent of the probable invalidity of the state, or of any provision of this
act, or of any rule, regulation or order thereunder involved in such suit, must be recited in the order or
decree granting the temporary relief, as well as a clear statement of the probable damage relied upon by the
court as justifying temporary injunctive relief.

B. No temporary injunction of any kind, including a temporary restraining order against the
commission or the members thereof, or the division or its agents, employees or representatives, or the attorney -
general, shall become effective until the plaintiff shall execute a bond to the state with sufficient surety
in an amount to be fixed by the court reasonably sufficient to indemnify all persons who may suffer damage by
reason of the violation pendente lite by the complaining party of the statute or the provisions of this act
or of any rule, regulation or order complained of. Any person so suffering damage may bring suit thereon
before the expiration of six months after the statute, provision, rule, regulation or order complained of shall
be finally held to be valid, in whole or in part, or such suit against the commission, or the members thereof,
or the division, shall be finally dismissed. Such bond shall be approved by the judge of the court in which
the suit is pending, and shall be for the use and benefit of all persons who may suffer damage by reason of
the violation pendente lite of the statute, provision, rule, regulation or order complained of in such suit,
and who may bring suit within the time prescribed by this section; and such bond shall be so conditioned. From
time to time, on motion and with notice to the parties, the court nay increase or decrease the amount of the bond
and may require new or additional sureties, as the facts may warrant.

65-3-24, ACTIONS FOR VIOLATIONS.--Whenever it shall appear that any person is violating, or threatening
to violate, any statute of this state with respect to the conservation of oil or gas, or both, or any provision
of this act, or any rule, regulation or oxder made thereunder, the division through the attorney general shall
bring suit against such person in the county of the residence of the defendant, or in the county of the residence
of any defendant if there be more than one defendant, or in the county where the violation is alleged to have
occured, for penalties, if any are applicable, and to restrain such person from continuing such violation or
from carrying out the threat of violation. In such suit the division may obtain injunctions, prohibitory and
mandatory, including temporary restraining orders and temporary injunctions, as the facts may warrant, including,
when appropriate, an injunction restraining any person from moving or disposing of illegal oil or illegal
0il product, or illegal gas or illegal gas product, and any or all such commodities, or funds derived from
the sale thereof, may be ordered to be impounded or placed under the control of an agent appointed by the court
if, in the judgment of the court, such action is advisable.

65~3~25. ACTIONS FOR DAMAGES--INSTITUTION OF ACTIONS FOR INJUNCTIONS BY PRIVATE PARTIES.-—-Nothing in this .
act contained or authorized, and no suit by or against any person for violating any statute of this state
with respect to conservation of oil and gas, or any provisions of this act, or any rule, regulation or order
issued thereunder, shall impair ox abridge or delay any cause of action for damages which any person may have
or assert against any person violating any statute of this state with respect to conservation of oil and gas,
or any provision of this act, or any rule, regulation or order issued thereunder. Any person so damaged by
the violation may sue for and recover such damages as he may be entitled to receive. In the event the division
should fail to bring suit to enjoin any actual or threatened violation of any statute of this state with respect
to the conservation of oil and gas, or of any provision of this act, or of any rule, regulation or order made
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thereunder, then any person or party in Interest adversely affected by such violation, and who has notified
the division in writing of such violation or threat thereof and has requested the division to sue, may,

to prevent any or further violation, bring suit for that purpose in the district court of any county in which
the division could have brought suit, If, in such suit, the court holds that injunctive relief should be
granted, then the division shall be made a party and shall be substituted for the person who brought the suit,
and the injunction shall be issued as if the division had at all times been the complaining party.

65-3-26, VIOLATION OF COURT ORDER GROUNDS FOR APPOINTMENT OF RECELVER.--

The violation by any person of an order of the court relating to the operation of a well or wells,
or of a pipeline or other transportation, equipment or facility, or of a refinery, or of a plant of any kind,
shall be sufficient ground for the appointment of a receilver with power to conduct operations in accordance
with the order of the court.

65-3-27, PENALTIES FOR VIOLATIONS-~ACCESSORIES.-~

A. Any person who, for the purpose of evading this act, or of evading any rule, regulation or
order made hereunder, shall knowingly and willfully make or cause to be made any false entry or statement
of fact in any report required to be made by this act or by any rule, regulation or order made hereu~der; or
who, for such purpose, shall make or cause to be made any false entry in any account, record or memorandum kept
by any person in connection with the provisions of this act or of any rule, regulation or order made there-
under; or who, for such purpose, shall omit to make, or cause to be omitted, full, true and correct entries
in such accounts, records or memoranda, of all facts and transactions pertaining to the interest of activities
in the petroleum industry of such person as may be required by the commission or division under authority
given to this act or by any rule, regulation or order made hereunder; or who, for such purpose, shall remove
out of the jurisdiction of the state, or who shall mutilate, alter, or by any other means falsify, any book,
record, or other paper pertaining to the transactions regulated by this act or by any rule, regulation or order
made hereunder; shall be deemed guilty of a felony and shall be subject,.upon conviction in any court of
competent jurisdiction, to a fine of not more than one thousand dollars ($1,000), or imprisonment for a term
of not more than three years, or to both such fine and imprisonment.

B. Any person who knowingly and willfully violates any provision of this act or amy rule, regulation
or order of the commission or division made hereunder, shall, in the event a penalty for such violation is not
otherwise provided for herein be subject to a penalty of not to exceed one thousand dollars (%1,000) a day for
each and every day of such violation, and for each and every act of violation, such penalty to be recovered
in a suit in the district court of the county where the defendant resides, or in the county of the residence
of any defendant if there be more than one defendant, or in the district court of the county where the violation
took place. The place of suit shall be selected by the division, and such suit, by direction of the division,
shall be instituted and conducted in the name of the division by the attorney general or under his direction by
the district attorney of the county where the suit is instituted. The payment of any penalty as provided for
herein shall not have the effect of changing illegal oil or illegal gas product into legal oil or legal gas
product, nor shall such payment have the effect of authorizing the sale or purchase or acquisition, or the
transportation, refining, processing, or handling in any other way, of such illegal oil or illegal gas, or
illegal o0il or illegal gas product, but to the contrary penalty shall be imposed for each prohibited transaction
relating to such illegal oill or illegal gas or illegal oil or illegal gas product.

C. Any person knowingly and willfully aiding or abetting any other person in the violation of any
statute of this state relating to the conservation of oil and gas, or the violatiorn of any provisions of this
act, or any rule, regulation or order made thereunder, shall be subject to the same penalties as are prescribed
herein for the violation by such other person.

65-~3-28. SEIZURE AND SALE OF ILLEGAL OIL OR GAS OR PRODUCTS~—PROCEDURE.--

A. Apart from, and in addition to, any other remedy or procedure which may be available to the
commission or the division, or any penalty which may be sought against or imposed upon any person, with respect
to violations relating to 1llegal oil or illegal gas or illegal products thercof, all such oil or gas or products
thereof shall, except under such circumstances as are stated herein, be contraband and shall be seized and
sold, and the proceeds applied as herein provided, The sale shall not take place unless the court finds in
the proceeding provided in this section that the owner of such illegal oil or illegal gas or product thereof is
liable, or in some proceeding authorized by Sections 65-3-1 through 65-3-34 NMSA 1953, such owner has already
been held to be liable, for penalty for having produced the illegal 0il or illegal gas, or for having
purchased or acquired the illegal oil or illegal gas or product thereof. Whenever the division believes that
illegal oil or illegal gas or product thereof is subject to seizure and sale, as provided herein, it shall,
through the attorney general, bring a civil action in rem for that purpose in the district court of the county
where the commodity is found, or the action may be maintained in connection with any suit or cross-action
for injunction or for penmalty relating to any prohibited transaction involving the illegal oil or illegal gas
or product thereof. Notice of the action in rem shall be given in conformity with the law or rule applicable
to such proceeding. Any person or party in interest who may show himself to be adversely affected by any such
sefzure and sale shall have the right to intervene in the suit to protect his rights.
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B. Whenever the pleading with respect to the forfeiture of illegal oil or illegal gas or product
thereof shows ground for seizure and sale, and the pleading is verified or is supported by affidavit or
affidavits, or by testimony under oath, the court shall order such commodity to be impounded or placed under
the control, actual or constructive, of the court through an agent appointed by the court.

C. The judgment affecting the forfeiture shall provide that the commodity be seized, if not already
under the control of the court, and that a sale be had in similar manner and with similar notice as provided
by law or rule with respect to the sale of personal property under execution; provided, however, the court may
order that the commodity be sold in specified lots or portions, and at specified intervals, instead of being
sold at one time. Title to the amount sold shall pass as of the date of the seizure. The judgment shall
provide for payment of the proceeds of the sale into the common school fund, after first deducting the costs
in connection with the proceedings and the sale. The amount sold shall be treated as legal oil or legal gas
or product thereof, as the case may be, in the hands of the purchaser, but the purchaser and the commodity
shall be subject to all applicable laws and rules, regulations and orders with respect to further sale or
purchase or acquisition, and with respect to the transportation, refining, processing, or handling.in any
other way, of the commodity purchased.

D. Nothing in this section shall deny or abridge any cause of action a royalty owner, or any lien
holder, or any other ¢’ i1imant, may have, because of the forfeiture of the illegal o0il or illegal gas or product
thereof, against the person whose act resulted in such forfeiture.

65-3-29, DEFINITIONS OF WORDS USED IN ACT.—-

Unless the context otherwlse requires, the words defined in this section shall have the following
meaning when found in this act, to-wit: :

A, '"Person" means any natural person, corporation, association, partnérship, receiver, trustee,
guardian, executor, administrator and a fiduciary of any kind.

B. "Pool" means an underground reservoir containing a common accumulation of crude petroleum oil
or natural gas or both. Each zone of a general struture, which zone is completely separate from any other zone
in the structure, is covered by the word "pool" as used herein. '"Pool" is synonymous with "common source of
supply" and with "common reservoir."

C. "Field" means the general area which is underlaid or appears to be underlaid by at least one
(1) pool; and "field" also includes the underground reservoir or reservoirs containing such crude petroleum
0il or natural gas, or both. The words "field" and "pool" mean the same thing when only one (1) underground
reservoir is involved; however, "field" unlike "pool'" may relate to two (2) or more pcols.

D. "Product" means any commodity or thing made or manufactured from crude petroleum oil or natural
gas, and all derivatives of crude petroleum oil or natural gas, including refined crude oil, crude tops, topped
crude, processed crude petroleum, residue from crude petroleum, cracking stock, uncrzcked fuel oil, treated
crude oil, fuel oil, residuum, gas oil, naphtha, distillate, gasoline, kerosene, benzine, wash oil, waste oil,
lubricating oil, and blends or mixtures of crude petroleum oil or natural gas or any derivative thereof.

E. "Owner" means the person who has the right to drill into and to produce from any pool, and to
appropriate the production either for himself or for himself and another.

F. "Producer' means the owner of well or wells capable of producing oil or natural gas or both
in paying quantities.

) G. "Gas transportation facility" means a pipeline in operation serving gas wells for the trans-
portation of natural gas, or some other device or equipment in like operation whereby natural gas produced
from gas wells connected therewith can be transported or used for consumption.

H. "Correlative rights" means the opportunity afforded, so far as it is practicable to do so,
to the owner of each property in a pool to produce without waste his just and equitable share of the oil or
gas, or both, in the pool, being an amount, so far as can be practicably determined, and so far as can be
practicably obtained without waste, substantilally in the proportion that the quantity of recoverable oil
or gas, or both, under such property bears to the total recoverable oil or gas, or bo:th, in the pool, and
for such purpose to use his just and equitable share of the reservoir emergy.

I. "“Potash'" means the naturally occurring bedded deposits of the salts of the element potassium.
65-3-31. REGULATION, CONSERVATION AND PREVENTION OF WASTE OF CARBON DIOXIDE GAS.--
A. The o0il conservation division is hereby vested with the authority and duty of regulation and

conserving the production of and preventing waste of carbon dioxide gas within this state in the same manner,
insofar as is practicable as it regulates, conserves and prevents waste of natural or hydrocarbon gas. The



provisions of this act relating to gas ox natural gas shall also apply to carbon dioxide gas insofar as the same
are applicable. "Carbon dioxide gas" as used herein shall mean non-combustible gas composed chiefly of carbon
dioxide occurring naturally in underground rocks. -

B. The commission shall have concurrent jurisdiction and authority with the division to the extent
necessary for the commission to perform its duties as required by law,

65-3~35. LEGAL REPRESENTATION BEFORE THE FEDERAL POWER COMMISSION.-~-There may be a special assistant
attorney general employed by the energy and minerals department who shall represeat the interests of this state
before the federal power commission. In addition this attorney shall work closely with other agencles having
responsibilities relating to oil and gas matters and shall carry out such additional responsibilities as are
delegated to him by the energy and minerals department. All costs incurred in employing such counsel shall be
paid out of the oil conservation fund 1n accordance with provisions of State Budgets Act.

65-3-36. REMOVING OR ALTERING MARKS OF IDENTIFICATION--PENALTY.--

A, No person shall remove, alter, or attempt to remove or alter, any serial number, brand name,
trade mark or any other mark of identification from any tool or any other item of construction or oil-
field equipnent by grinding, filing, welding or any other mei wod with the intent to deprive its lawful owner
of positive identification,

B. Any person who violates the provisions of this section is guilty of a misdemeanor and, upon
conviction, shall be fined not more than one thousand dollars ($1,000) or imprisoned for a definite term of
not more than one year or both,

65-3-37. OIL AND GAS RECLAMATION FUND CREATED--DISPOSITION OF FUND.--There is hereby created the "oil
and gas reclamation fund"”., All funds in the o0il and gas reclamation fund and the earnings therefrom are
appropriated to the energy and minerals department for use by the oil conservation division in carrying out
the provisions of the 0il and Gas Act,

65-3-38, OIL AND GAS RECLAMATION FUND ADMINISTERED--PLUGGING WELLS ON FEDERAL LAND--RIGHT OF IDENTIFICATION--
ANNUAL REPORT--CONTRACTORS SELLING EQUIPMENT FOR SALVAGE.--

A, The oil and gas reclamation fund shall be administered by the oil conservation division. The
director of the division shall cause to be prepared plans for the plugging of abandoned wells which have not -
been plugged or which have been improperly plugged. The director, as funds become available in the oil and gas
reclamation fund, shall reclaim, and propexly plug, all abandoned wells in accordance with the provisions of
the 0il and Gas Act, and the rules and regulations promulgated thereunder. The division may order wells plugged
on federal lands on whicu there are no bonds running to the benefit of the state in the same manner and in
accordance with the same procedures as with wells drilled on state and fee land, including utilizing funds
from the oil and gas reclamation fund to pay the cost of such plugging. When the costs of plugging a well
drilled on federal mineral leases are paid from the o0il and gas reclamation fund, the division is authorized
to bring a suit against the operator or the owner of the minerals under the tract, or both, in the district
court of the county in which the well is located for indemnification for all costs incurred by the division in
plugging said well, Anyfunds collected pursuant to a judgment in a suit for indemnification brought under
the 0il and Gas Act shall be deposited in the o0il and gas reclamation fund.

B, The director shall make an annual report to the secretary of energy and minerals, the governor
and the legislature on the use of the o0il and gas reclamation fund.

C. All contracts for well plugging shall be entered into in accordance with the provisions of the
Public Purchases Act, Any contractor employed by the division to plug a well is authorized to sell for salvage
the equipment and material which is removed from the well in plugging it.

65-9~1, PUBLIC INTEREST AND WELFARE.--

The underground storage of natural gas which promotes conservation therecof, which permits the building
of reserves for orderly withdrawal in periods of peak demand, which makes more reacily available our natural
gas resources to the domestic, commercial and industrial consumers of this state, znd which provides, a
better year-round market to the various pas fields, is hereby declared to be in the public interest and
welfare of this state and the citizens hereof.

65-9-2, DEFINITIONS.--As used in this act:

A. "underground storage" shall mean storage of matural gas in a subsurface stratum or formation
of the earth;

B. "natural gas" shall mean natural gas either while in its original state after withdrawal from the
earth or after the same has been processed by removal therefrom of component parts not essential to its use
for 1light and fuel;
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"C. '"native gas'" shall mean gas which has not been previously withdrawn from the earth;
D. "division" shall mean the oil conservation division of the energy and wminerals department;
E. "“commission" shall mean the oil conservation commission;

F. '"natural gas company” shall mean any person, firm or corporation engaged in the distribution,
sale or furnishing of natural gas to or for the public subject to regulation by the public service commission
under the Public Utility Act, or any person, firm or corporation engaged in the business of transporting
natural gas, subject to regulation by the federal power commission under the Natural Gas Act; and

G. 'public body" shall mean the state of New Mexico or any department, board, commission, bureau,
institution, public agency, county or political subdivision thereof including bodies corporate, bodies politic,
municipal corporations, school districts, conservancy districts and quasi-municipal corporations of all kinds.

65-9-3, ACQUISITION OF LANDS FOR PURPOSES OF UNDERGROUND NATURAL GAS STORAGE - LANDS CONTROLLED BY
PUBLIC BODY, EXECUTOR, ADMINISTRATOR, GUARDIAN, RECEIVER, OR TRUSTEE.,

Any natural gas company desiring to make use of a formation or stratum as reservoir for the underground
storage of natural gas shall attempt to accquire by option, lease, conveyance or other negotiated me-ns, such
formation or stratum prior to resorting to the exercise of the power of eminent domain as hereinafter granted.
Any public body and any executor, administrator, guardian, receiver or trustee shall be authorized to grant to
any such natural gas company rights for underground storage of natural gas in lands subject to its or his
control in the same manner as provided by law for entering into oil and gas leases, or if any such public body,
executor, administrator, guardian, receiver, or trustee shall not be specifically authorized by law to make oil
and gas leases, then the manner provided by law for lease by such public body, executor, administrator, guardian,
receiver, or trustee of interests in land, or if any such public body, executor, administrator, guardian,
receiver, or trustee shall not be specifically authorized by law to make oil and gas leases or leases for
interests in land, then in the manner provided by law for the sale by such public body, executor, administrator,
guardian, receiver, or trustee of interests in land.

65-9-4, APPROPRIATION OF UNDERGROUND STORAGE FACILITIES-—~LIMITATIONS.--By eminent domain proceedings,
any natural gas company may appropriate for underground storage of natural gas any subsurface stratum or
formation in any land which the division shall have found to be suitable for the underground storage of natural
gas, and in connection therewith may appropriate such other interests in the land as may be required to maintain
and operate facilities for such underground storage; provided, however, that the right to appropriate under-
ground formations and strata shall be limited as follows:

A. no formation or stratum which is producing or which is capable of producing oil in paying quantities,
through any known recovery method, shall be subject to appropriation hereunder;

B. no formation ox stratum that contained native gas producible in paying quantities shall be subject
to appropriation hereunder, unless the recoverable volumes of native gas originally in place therein shall be
substantially depleted, and unless such formation or stratum has a greater value or utility as a gas storage
reservoir for the purpose of insuring an adequate supply of natural gas, or for the conservation of natural
gas, then for the production of the relatively small volumes of native gas which remain therein;

C. no formation or stratum underlying lands which contain known commercial deposits of potash
shall be subject to appropriation hereunder;

D, no formation or stratum shall be subject to appropriation hereunder if its use for underground
storage purposes would cause injury to surface or underground water resources;

E. no rights or interest in existing underground gas reservoirs, being used for the injection,
storage and withdrawal of natural gas, owned or operated by other than the condemmer, shall be subject te
appropriation;

F. no dwelling, barn, store, warehouse or other building shall be subject to appropriation here-
under; and

G. the right of appropriation hereby granted shall be without prejudice to the rights of the
owner of said lands or of other rights or interests therein to drill through the underground stratum or formation
so appropriated in such manner as shall comply with orders, rules and regulations of the division issued for
the purpose of protecting underground storage strata or fermations against pollution and against the escape
of natural gas therefrom and shall be without prejudice to the rights of the owner of said lands or other rights
or Interests therein as to all other uses thereof,

65--9-5., TINDINGS OF OIL CONSERVATION DIVISION.--Any natural gas company desiring to exercise the right

of eminent domain as.to any land for underground storage of natural gas shall, as a conditional precedent to
the filing of its petition in the district court, obtain from the division a decision finding:
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A. that the underground stratum or formation sought to be acquired is suitable for the underground
storage of natural gas;

B. that the underground stratum or formation sought to be acquired is incapable of producing oil
in paying quantities through any known recovery method;

C. that the formation or stratum sought to be acquired is not underlying lands which contain known
commercial deposits of potash;

D. that injury will not be caused to surface or underground water resources;

E. that the underground stratum or formation sought to be acquired, if it contained native gas
capable of production in paying quantities, is substantially depleted of recoverable native gas, and
that such formatilon or stratum has a greater value or utility as a gas storage reservoir than for the production
of the remaining volumes of native, gas therein; .

F. the extent of the horizontal limits of the reservoir expected to be peretrated by displaced or
injected gas; and

G. that no portion of the formation or stratum sought to be acquired has been appropriated or is
being utilized for the injection, storage and withdrawl of natural gas by others.

65-9-6. COMMISSION OR DIVISION PROCEDURE.~The laws, rules and regulations relating to commission or
division action in matters pertaining to conservation of oil and gas shall be applicable to commission or
division proceedings under this act. :

65-9-7., EXERCISE OF RIGHT OF EMINENT DOMAIN.--Any natural gas company having first obtained a decision
from the division, as hereinbefore provided, may proceed to appropriate for underground storage of natural gas
subsurface strata or formations and such other interests in the land as may be required to maintain and
operate facilities for such underground storage in the manner provided by law for the exercise of the right
of eminent domain by raillroads and telegraph and telephone companies.

65-9~8. OWNERSHIP OF INJECTED GAS.-—

All natural gas which has previously been reduced to possession, and which is subsequently injected
into underground storage in any strata or formation shall at all times be deemed the property of the injector,
his heirs, successors or assigns; and in no event shall such gas be subject to the right of the owner of the
surface of said lands or of any mineral interest therein, under which said strata or formation lie, or of any
person other than the injector, his heirs, successors, and assigns, to produce, take reduce to possessi. m,
waste, or otherwise interfere with or exercise any control thereover; provided, that the injector, his heirs,
successors and assigne, shall have no right to gas in any stratum, fermation or portion thereof, in which
storage rights have not been acquired pursuant to this act (65-9-1 to 65-9-8), or otherwise purchased.

65-14-1. ©PURPOSE OF ACT.

The legislature finds and determines that it is desirable and necessary under the circumstances and
for the purposes hereinafter set out, to authorize and provide for the unitized management, operation and further
development of the oil and gas properties to which the Statutory Unitization Act (65-14~1 to 65-14-21) is applicable,
to the end that greater ultimate recovery may be had therefrom, waste prevented, and correlative rights protected
of all owners of mineral interests in each unitized area. It is the intention of the legislature that the
Statutory Unitization Act apply to any type of operation that will substantially increase the recovery of oil
above the amount that would be recovered by primary recovery alone and not to what the industry understands
as exploratory units,

65~14-2, SHORT TITLE.
This act (65~14~1 to 65-14~21) may be cited as the "'Statutory Unitization Act.”

65-14~3. ADDITIONAL POWERS AND DUTIES OF THE OIL CONSERVATION DIVISION.~—Subject to the limitations of the
Statutory Unitization Act the oil conservation division of the energy and minerals department hereinafter
referred to as the "division", is hereby vested with jurisdiction, power and authority and it shall be its duty
to make and enforce such orders and do such things as may be necessary or proper to carry out and effectuate
the purposes of the Statutory Unitization Act.

65-14~4. DEFINITIONS.--For the purposes of the Statutory Unitization Act, unless the context otherwise
requires:

A. "pool means an underground reservoir containing a commcn accumulation of crude petroleum oil or
natural gas or both. Each zone of a general structure, which zone is completely separate from any other zone
in the structure, is covered by the word pool as used herein. Pool is synonymous with '"common source of supply"
and with "common reservoir';



B. "oil and gas" means crude oil, natural gas, casinghead gas, condensate or any combination thereof;

C. '"waste", in addition to its meaning in Section 65-3-3 NMSA 1953, shall include both economic and
physical waste resulting, or that could reasonably be expected to result, from the development and operation
separately of tracts that can best be developed and operated as a unit;

D. ‘'"working interest' means an interest in unitized substances by virtue of a lease, operating agree-—
ment, fee title or otherwise, excluding royalty owners, owners of overriding royalties, oil and gas payments,
carried interests, mortgages and lien claimants but including a carried interest, the owner of which is primarily
obligated to pay, either inm cash or out of production or otherwise, a portion of the unit expense; however, oil
and gas rights that are free of lease or other instrument creating a working interest shall be regarded as a
working interest to the extent of seven-eighths thereof and a royalty interest to the extent of the remaining
one~eighth thereof;

E. ‘'working interest owner" or "lessee" means a person who owns a working interest;

F. '"royalty intercst" means a right to or interest in any portion of the unitized substances or
proceeds thereof other than a working interest;

G. '"royalty owner'" means a person who owns a royalty interest;

H. "unit operator" means the working interest owner, designated by working interest owners under
the unit operating agreement or the division to conduct unit operations, acting as operator and not as a
working interest owner;

I. '"basic royalty" means the royalty reserved in the lease but in no event exceeding one-—eighth; and

J. ‘"relative value" means the value of each separately owned tract for oil and gas purposes and its
contributing value to the unit in relation to like values of other tracts in the unit, taking into account
acreage, the quantity of oil and gas recoverable therefrom, location on structure, its probably productivity of
oll and gas in the absence of unit operations, the burden of operation to which the tract will or is likely to be
subjected, or so many of said factors, or such other pertinent engineering, geological, operating or pricing
factors, as may be reasonably susceptible of determination.

65-14-5, REQUISITES OF APPLICATION FOR UNITIZATION.--Any working interest owner may file an application N
with the division requesting an order for the unit operation of a pool or any part thereof. The application
shall contain:

A. a description of the proposed unit area and the vertical limits to be included therein with a
map or plat thereof attached;

B. a statement that the reservoir or portion thereof involved in the application has been reasonably
defined by development;

C. a statement of the type of operations contemplated for the unit area;

D. a copy of a proposed plan of unitization which the applicant considers fair, reasonable and
equitable;

E. a copy of a proposed operating plan covering the manner in which the unit will be supervised and
managed and costs allocated and paid; and

F. an allegation of the facts required to be found by the division under Section 65-14—6 NMSA 1953.
65-14~6. MATTERS TO BE FOUND BY THE DIVISION PRECEDENT TO ISSUANCE OF UNITIZATION ORDER.-—

A, After an application for unitization has been filed with the division and after notice and hearing,
all in the form and manner and in accordance with the procedural requirements of the division, and prior to
reaching a decision on the petition, the division shall determine whether or not each of the following conditions
exists:

(1) that the unitized management, operation and further development of the o0il or gas pool or a
portion thereof is reasonably necessary in oxder to effectively carry on pressure maintenance or secondary or
tertiary recovery operations, to substantially increse the ultimate recovery of cil and gas from the pool or
the unitized portion thereof; :

(2) that one or more of the said unitized methods of operations as applied to such pool or portion
thereof is feasible, will prevent waste and will result with reasonable probability in the increased recovery

of substantially more oil and gas from the pool or unitized portion thercof than would otherwise be recovered;

(3) that the estimated additional costs, if any, of conducting such operations will not exceed the
estimated valuc of the additional oil and gas so recovered plus a reasonable profit;
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(4) that such unitization and adoption of one or more of such unitized methods of operation will benefit
the working interest owners and royalty owners of the oil and gas rights within the pool or portion thereof
directly affected;

(5) that the operator has made a good faith effort to secure voluntary unitization within the pool
or portion thereof directly affected; and

(6) that the participation formula contained in the unitization agreement allocates the produced and
saved unitized hydrocarbons to the separately owned tracts in the unit area on a fair, reasonable and equitable
basis,

B. If the division determines that the participation formula contained in the unitization agreement does
not allocate unitized hydrocarbons on a falr, reasonable and equitable basis, the division shall determine the
relative value, from evidence introduced at the hearing, taking into account the separately owned tracts in the
unit area, exclusive of physical equipment, for development of o0il and gas by unit operations, and the production
allocated to each tract shall be the proportion that the relative value of each tract so determined bears to
the relative value of all tracts in the unit area.

C. When the division determines that the preceding condition exist it shall make findings to that effect
and make an order creating the unit and providing for the unitization and unitized operation of the pool or
portion thereof described in the order, all upon such terms and conditions as may be shown by the evidence to
be falr, reasonable, equitable and which are necessary or proper to protect and safeguard the respective rights
and obligations of the working interest owners and royalty owners.

65-14-~7, DIVISION ORDERS.--The order providing for unitization and unit operation of a pool or part thereof
shall be upon terms and conditions that are falr, reasonable and equitable and shall approve or prescribe a plan
or unit agreement for unit operation which shall include:

A. a legal description in terms of surface area of the pool or part thereof to be operated as a
unit and the vertical limits to be included therein 'the unit area';

B. a statement of the nature of the operations contemplated;

C. an allocation to the separately owned tracts in the unit area of all the oil and gas that is
produced from the unit area and is saved, being the production that is not used in the conduct of operations
on the unit area or not unavoidably lost;

D. a provision for the credits and charges to be made in the adjustment among the owners in the unit
area for their respective investments in wells, tanks, pumps, machinery, materials and equipment contributed
to the unit operations;

E. a provision governing how the costs of unit operations including capital investments shall be
determined and charged to the separately owned tracts and how said costs shall be paid including a provision
providing when, how, and by whom the unit production allocated to an owner who does not pay the share of the costs
of unit operations charged to such owner, or the interest of such owner, may be sold and the proceeds applied
to the payment of such costs;

F. a provision for carrying any working interest owner on a limited, carried or net-profits basis,
payable out of production, upon such terms and conditions determined by the division to be just and reasonable,
and allowing an appropriate charge for interest for such service payable out of such owner's share of production,
provided that any nonconsenting working interest owner being so carried shall be deemed to have relinquished
to the unit operator all of its operating rights and working interest in and to the unit until his share of
the costs, service charge and interest are repaid to the unit operator;

G. a provision designating the unit operator and providing for the supervision and conduct of the unit
operations, including the selection, removal or substitution of an operator from among the working interest
owners to conduct the unit operations;

H. a provision for a voting procedure for the decision of matters to be decided by the working interest
owners in respect to which each working interest owner shall have a voting interest equal to its unit participation;

I. the time when the unit operation shall commence and the manner in which, and the circumstances
under which, the operations shall terminate and for the settlement of accounts upon such termination; and

J. such additional provisions that are found to be appropriate for carrying on the unit operations
and for the protection of correlative rights and the prevention of waste.

65~-14~-8, RATIFICATION OR APPROVAL OF PLAN BY OWNERS.--

A. No order of the division providing for unit operations shall beceme effective unless and until the
plan for unit operations prescribed by the division has been approved in writing by those persons who, under the
division's order, will be required initially to pay at least seventy-five percent of the costs of the unit
operations, and also by the owners of at least seventy-five percent of the production or proceeds thereof



that will be credited to interests which are free of cost such as royalties, overriding royalties and production
payments, and the division has made a finding either in the order providing for unit operations or in a
supplemental order, that the plan for unit operations has been so approved. Notwithstanding any other provisions
of this section, 1f seventy-five percent or more of the unit area is owned, as to working interest, by one working
interest owner, such working interest owner must be joined by at least one other working interest owner in
ratifying and approving the plan of unit operations, unless such working interest in said unit area; provided,
however, if a single owner is one who, under the division's order ‘will be required initially to pay at least
twenty-five percent, but not more than fifty percent, of the costs of unit operation, such owner must be

joined by at least one other owner of the same type interest in disapproving, or failure to approve, the plan of
unilt operations to defeat the plan.

B. If one owner is the owner of at least twenty-five percent, but not more than fifty percent, of the
production or proceeds thereof that will be credited to interests which are free of costs, such owner must be
credited to interests which are free of costs, such owner must be joined by at least one other owner of the
same type interest in disapproving, or failure to approve, the plan of unit operations to defeat the plan.

C. If the persons owning the required percentage of interest in the unit area do not approve the plan
for unit operations within a period of six months from the date on which the order providing for unit operations
is made, such order shc’l cease to be of further force and effect and shall be revoked by the division, unless
the division shall extend the time for ratification for good cause shown,

D. When the persons owning the required percentage of interest in the unit area have approved the
plan for unit operations, the interests of all persons in the unit are unitized whethar or not such persons
have approved the plan of unitization in writing.

65-14-9, AMENDMENT OF PLAN OF UNITIZATION.--An order providing for unit operations may be amended by an
order made by the division in the same manner and subject to the same conditions as an original order providing
for unit operations, provided:

A, 1if such an amendment affects only the rights and interests of the working interest owners, the
approval of the amendment by the royalty owners shall not be required; and

B. no such amendment shall change the percentage for the allocation of oil and gas as established
for any separately owned tract by the original order, except with the consent of all working interest owners
and royalty owuzers in such tract, or change the percentage for the allocation of costs as established for any
separately owned tract by the original order, except with the consent of all working interest owners in
such tract,

"65-14-10., PREVIOUSLY ESTABLISHED UNITS.~-The division, by order, may provide for the unit operation of a
pool or parts thereof that embrace a unit area established by a previous order of the division. Such order,
in providing for the allocation of unit production, shall first treat the unit area previously establishcd
as a single tract, and the portion of the unit production allocated thereto shall then be allocated among
the separately owned tracts included in such previously established unit area in the same proportions as those
specified in the previous order."

"65-14~11, UNIT OPERATIONS OF LESS THAN AN ENTIRE POOL.——An order may provide for unit operation on less
than the whole of a pool where the unit area is of such size and shape as may be reasonably suitable for that
purpose, and the conduct thereof will have no adverse effect upon other portions of the pool."

"65-14-12, OPERATION--EXPRESSED OR IMPLIED COVENANTS,——All operations, including but not limited to, the
commencement, drilling or operation of a well upon any portion of the unit area shall be deemed for all purposes
the conduct of such operations upon each separately owned tract in the unit area by the several owners thereof.
The portion of the unit production allocated to a separately owned tract in a unit area shall, when produced,
be deemed, for all purposes, to have been actually produced from such tract by a well drilled thereon. Operations
conducted pursuant to an order of the division providing for unit operations shall constitute a fulfillment of
all the express or implied obligations for each lease or contract covering lands in the unit area to the
extent that compliance with such obligations cannot be had because of the order of the division."

65-14-13, INCOME FROM UNITIZED SUBSTANCES.--The portion of the unit production allocated to any tract,
and the proceeds from the sale thereof, shall be the property and income of the several persons to whom, or
to whose credit, the same are allocated or payable under the order providing for unit operations.

65-14-14. LIEN FOR COSTS.-—Subject to such reasonable limitation as may be set out in the plan of unitization,
the unit shall have a first and prior lien upon the leasehold estate and other oil and gas rights (exclusive
of a one-eighth royalty interest or exclusive of the interest provided in the unit cperating plan which allocates
costs, if it is different than one-eighth) in and to each separately owned tract, the interest of the owners
thereof in and to the unit production and all equipment in the possession of the unit, to secure the payment of
the amount of the unit expense charged to and assessed against such separately owned tract.

65~14-~15, LIABILITY FOR EXPENSES.~~The obligation or liability of each working interest owner in the

several separately owned tracts in the unit for the payment of unit expense at all times shall be several and
not joint or collective, and a working interest owner shall not be chargeable with, obligated or liable for,
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directly or indirectly, more than the amount apportioned, assessed or otherwise charged to his interest in the
separately owned tract pursuant to the order of unitization.

. "65-14-16, DIVISION ORDERS.--

A, No division order or other contract relating to the sale or purchase, of production from a
separately owned tract shall be terminated by the order providing for unit operations, but shall remain in force
and apply to oil and gas allocated to such tract until terminated in accordance with the provisions thereof.

B. For purposes of this section, "division order" shall mean a contract of sale to the purchaser of oil
and gas."

65-14~17, PROPFRTY RIGITS.-~Except to the extent that the parties affected so agree, no order providing
for unit operations shall be construed to result in a transfer of all or any part of the title of any person
to the oil and gas rights in any tract in the unit area. All property, whether real or personal, that may
be acquired in the conduct of unit operations hereunder shall be acquired for the account of the working interest
owners within the unit area, and shall be the property of such working interest owners in the proportion that the
costs of unit operations are charged,

"65~-14-18, EXISTING RIGHTS, RIGHTS IN UNLEASED LAND, AwD ROYALTIES AND LEASE BURDENS.—-Property rights,
leases, contracts, and other rights or obligations shall be regarded as amended and modified only to the
extent necessary to conform to the provisions and requirements of the Statutory Unitization Act and to any
valid order of the division providing for the unit operation of a pool or a part thereof, but otherwise shall
remain in full force and effect. A one-eighth part of the production allocated to each tract under an order
providing for the unit operation of a pool or a part thereof, shall in all events be and remain free and clear
of any costs or expense of developing or operating the unit and of any lien therefor as an encumbered source
from which to pay the royalties or other cost-free obligations due or payable with respect to the production
from such tract, If a lease or other contract pertaining to a tract or interest stipulates a royalty, over-
riding royalty, production payment, or other obligation in excess of one-eighth of the production or proceeds
therefrom, then the working interest owner subject to such excess payment or other obligation shall bear and
pay the same.”

65-14~19. AGREEMENTS NOT VIOLATIVE OF LAWS GOVERNING MONOPOLIES OR RESTRAINT OF TRADE.—~~No agreement
between or among lessees or other owners of o0il and gas rights in o0il and gas properties entered into pursuant
hereto or with a view or for the purpose of bringing about the unitized development or operation of such pro-
perties, shall be held to violate any of the statutes of this state prohibiting monopolies or acts, arrangements,
agreements, contracte, combinations or conspiracies in restraint of trade or commerce.

65-14~20, EVIDENCE OF UNIT TO BE RECORDED,——A copy of each unit agreement shall be recorded in the office
of the county clerk of the county or counties in which the unit is situated.

"65-14-21, UNLAWFUL OPERATION,~-From and after the date designated by the division that a unit plan shall
become effective, the operation of any well producing from the pool within the area subject to said unit plan,
by persons other than persons acting under the authority of the unit plan, or except in the manner and to
the extent provided in such unit plan, shall be unlawful and is hereby prohibited."

72-20~4, OIL AND GAS CONSERVATION TAX LEVIED—COLLECTED BY COMMISSION-~RATE—~INTEREST OWNER'S LIABILITY
TO STATE-—INDIAN LIABILITY,--

A, There 1s levied and shall be collected by the oil and gas accounting commission a tax on all
products which are severed and sold. The measure of the tax shall be nineteen one-hundredths of one percent
of the taxable value of sold products. Every interest owner shall be liable for this tax to the extent of
his interest in the value of such products, or to the extent of his intererst as may be measured by the value
of such products, Provided, any Indian tribe, Indian pueblo or Indian shall be liable for this tax to the
extent authorized or permitted by law.

B. In the event the unencumbered balance in the oil and gas reclamation fund equals or exceeds one
million dollars ($1,000,000) for any one-month period computed after payment of the tax for that month, then the
tax levied by Subsection A of this section shall be reduced by one cne~hundredths of one percent and no funds
collected by the tax shall be deposited in the oil and gas reclamation fund, notwithstanding the provisions
of Section 72-20-14 NMSA 1953. VWhen the unencumbered balance in the oil and gas reclamation fund is less than
or equal to five hundred thousand dollars ($500,000), then the tax levied by Subsection A of this section shall
be increased by one one-hundredths of one percent and the additional funds shall be deposited in accordance
with the provisions of Section 72-20-14 NMSA 1953,

72-20~14. DISPOSITION OF OIL CONSERVATION FUND.-—The oil conservation fund, or so much thereof as may be
necessary, is hereby appropriated to the energy and minerals department to be by it expended in the performance
of 1ts dutles; provided, however, that an amount equal to one-hundredths of one percent of the taxable value
of sold products shall be deposited in the oil and gas reclamation fund to be used by the oil conservation
division in carrying out the provisions of the 0il and Gas Act.
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"75-39-2, DEFINITIONS.—~As used in the Water Quality Act:

A. "water contaminant" means any substance which alters the physical, chemical or biological qualities
of water;

B. ‘'"water pollution" means introducing or permitting the introduction into water, either directly
or fndirectly, of one or more water contaminants in such quantity and of such duration as may with reasonable
probability injure human health, animal -or plant life, or property, or to unreasonably interfere with the public
welfare or the use of property;

C. '"wastes" means sewage, industrial wastes or any other liquid, gaseous or solid substance which
will pollute any waters of the state;

D. ‘"sewer system" means pipelines, conduits, pumping stations, force mains or any other structures,
devices, appurtenances or facilities used for collecting or conducting wastes to an ultimate point for

treatment or disposal;

E. ‘"treatment works' means any plat or other works used for the purpose of treating, stabilizing or
holding wastes;

F. "sewerage system" means a system for disposing of wastes, either by surface or underground
methods, and includes sewer systems, treatment works, disposal wells and other systems;

G. ‘"water" means all water including water situated wholly or partly within or bordering upon the
state, whether surface or subsurface, public or private, except private waters that do not combine with other
surface or subsurface water;

H. 'person" means the state or any agency, institution or political subdivision therecf, any public
or private corporation, individual, partnership, association or other entity, and includes any officer, or
governing or managing body of any political subdivision or public or private corporation;

I. ‘"commission'" means the water quality control commission;

J. Yconstituent agency" means, as the context may require, any or all of the following agencies of
the state:

(1) the environmental improvement division of the health and environment department;
(2) the state engineer and the interstate stream commission;

(3) the New Mexico department of game and fish;

(4) the oil conservation commission;

(5) the state parks and recreation commission;

(6) the New Mexico department of agriculture;

(7) the state natural rescurce conservation commission; and

(8) the New Mexico bureau of mines; and

K. "new source' means any source, the construction of which is commenced after the publication of
proposed regulations prescribing a standard-of performance applicable to the source."

75-39-3, WATER QUALLTY CONTROL COMMISSION CREATED.-—
A. There is created the '"water quality control commission" consisting of:

(1) the director of the environment improvement division of the health and environment department
or a member of his staff designated by him;

(2) the director of the New Mexico department of game and fish or a member of his staff designated

by him;
(3) the state engineer or a member of his staff designated by him;
(4) the secretary of the oil conservation commission or a member of his staff designated by him;
(5) the director of state park and recreation commission or a member of his staff designated by him;
(6) the director of the New Mexico department of agriculture or a member of his staff designated by
him;
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(7) the executive secretary of the state natural resource conservation commission or a member of
his staff designated by him; .

(8) the director of the New Mexico bureau of mines or a member of his staff designated by him; and

(9) a representative of the public to be appointed by the governor for a term of four years and who
shall be compensated from the budgeted funds of the health and environment department in accordance with the
provisions of the Per Diem and Mileage Act.

B. No member of the commission shall receive or shall have received, during the previous two years,
a significant portion of his income directly or indirectly from permit holders or applicants for a permit and
shall, upon the acceptance of his appointment and prior to the performance of any of his duties, file a state—
ment of disclosure with the secretary of state disclosing any amount of money or other valuable consideration,
and its source, the value of which is in excess of ten percent of his gross personal income in each of the
preceding two years, that he received directly or indirectly from permit holders cr applicants for permits
required under the Water Quality Act. )

C. The commission shall elect a chairman and other necessary officers and shall keep a record of its
proceedings.

D. A majority of the commission constitutes a quorum for the transaction of business, but no action
of the commission is valid unless concurred in by five or more members present at a meeting.

E. The commission is the state water pollution control agency for this state for all purposes of
the Federal Water Pollution Control Act, the Water Quality Act of 1965 and the Clean Waters Restoration Act of
1966, and may take all action necessary and appropriate to secure to this state, its political subdivisions or
interstate agencies the benefits of these acts.

F. The commission is administratively attached, as defined in the Executive Reorganization Act,
to the health and enviromment department.

75~39-4. DUTIES AND POWERS OF COMMISSION,--The commission:

A. May accept and supervise the administration of loans and grants from the federal government and
from other souvrces, public or private, which loans and grants shall not be expended for other than the purposes
for which provided;

B. shall adopt a comprehensive water quality program and develop a ceuntinuing planning process;
C. Shall adopt water quality standards as a guide to water pollution control;

D. shall adopt, promulgate and publish regulations to prevent or abate water pollution in the state
or in any specific geographic area or watershed of the state or in any part thereof, or for any class of
waters., Repulations shall not specify the method to be used to prevent or abate water pollution, but may
speclfy a standard of performance for new sources which reflects the greatest degree of effluent reduction
which the commission determines to be achievable through application of the best available demonstrated control
technology, processes, operating methods, or other alternatives, including, where practicable, a standard
permitting no discharge or pollutants, In making its regulations, the commission shall give weight it deems
appropriate to all facts and circumstances, including but not limited to:

(1) character and degree of injury to or interference with health, welfare and property;
(2) the public interest, including social and economical value of the sources of water contaminants;

(3) technical practicability and economic reasonableness of reducing or eliminating water
contaminants from the sources involved and previous experience with equipment and methods available to control
the water contaminants involved;

(4) successive uses, including but not limited to, domestic, commercial, industrial, pastoral,
agricultural, wildlife and recreational uses;

(5) feasibility of a user or a subsequent user treating the water before a subsequent use; and
(6) property rights and accustomed uses;

E. shall assign responsibility for administering its regulations to constituent agencies so as=
to assure adequate coverage and prevent duplication of effort. To this end, the commission may make sucth
classification of waters and sources of water contaminants as will facilitate the assignment of administrative
responsibilities to constituent agencies, The commission shall also hear and decide disputes between
constituent agencies as to jurisdiction concerning any matters within the purpose of the Water Quality Act
[75-39-1 to 75-39-12]. 1In assigning responsibilities to constituent agencies, the commission shall give
priority to the primary interests of the constituent agencies. The environmental improvement agency shall
provide testing and other technical services;
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E. shall assign responsibility for administering its regulations to constituent agencies so as to assure
adequate coverage and prevent duplication of effort. To this end, the commission may make such classification of
waters and sources of water contaminants as will facilitate the assignment of administrative responsibilities
to constituent agencies. The commission shall also hear and decide disputes between constituent agencies
as to jurisdiction concerning any matters within the purpose of the Water Quality Act (75-39-1 to 75-39-12).

In assigning responsibilities to constiltuent agencies, the commission shall give priority to the primary
interests of the constituent agencles. The envirommental improvement agency shall provide testing and other
technical services;

F. may enter into or authorize constituent agencies to enter into agreements with the federal
government or other state governments for purposes consistent with the Water Quality Act, and receive and
allocate to constituent agencies funds made available to the commission;

G, may grant an individual variance from any regulation of the commission, whenever it is found
that compliance with the regulation will impose an unreasonable burden upon any lawful business, occupation
or activity, The commission may grant a variance conditloned upon a person effecting a particular abatement of
water pollution within a reasonable period of time. Any variance shall be granted for a period of time specified
by the commission, The commission shall adopt regulations specifying the procedure under which variances
may be sought, which regulations shall provide for the holdir ; of a public hearing before any variance may be
granted;

H. may adopt regulations to require the filing with it or a constituent agency, of proposed
plans and specifications for the construction and operation of new sewer systems, treatment works or sewerage
systems or extensions, modifications of or additions to new or existing sewer systems, treatment works or
sewerage systems, Filing with or approval by the federal housing administration of plans for an extension
to an existing, or construction of a new sewerage system intended to serve a subdivision substantially re-
sidential in nature shall be deemed compliance with all provisions of this subsection;

I. may adopt regulations requiring notice to it or a constituent agency of intent to introduce or
allow the introduction of water contaminants into waters of the state; and

J. may adopt regulations establishing pretreatment standards that prohibit o- control the introduction
into publicly owned sewerage systems of water contaminants which are not sSusceptible to treatment by the treat-
ment works or which would interfere with the operation of the treatment works,

75~39-4,1 PERMITS~-APPEALS—~—PENALTY .~

A. By regulation the commission may require persons to obtain from a constituent agency designated
by the commission a permit for the discharge of any water contaminant either directly or indirectly into water.

B. Prior to the issuance of a permit, the constituent agency may require the submission of plans,
specifications and other relevant information which it deems necessary.

C. The commission, shall by regulation set the dates upon which applications for permits must be filed
and designate the time periods within which the constituent agency must, after the filing of an application
for a permit, either grant the permit, grant the permit subject to conditions or deny the permit.

D. The constituent agency may deny any application for a permit if:

(1) it appears that the effluent would not meet applicable state or federal effluent regulations
or limitations;

(2) any provision of the Water Quality Act (75-39-1 to 75-39-12) would be violated; or
(3) it appears that the effluent would cause any state or federal stream standard to be exceeded.
E. The commission shall be regulation develeop procedures which will ensure that the public, affected
governmental agencies, and any other state whose water may be affected, shall receive notice of each
application for issuance or modificationm of a permit. WNo ruling shall be made on any application for a permit
without opportunity for a public hearing at which all interested persons shall be given a reasonable chance
to submit data, views or arguments orally or in writing and to examine witnesses testifying at the hearing.
F, Permits shall be issued for fixed terms not to exceed five (5) years.
G. By regulation the commigssion may impose reasonable conditions upon permits requiring permittees to:

(1) install, use and maintain effluent monitoring devices;

(2) sample effluents in accordance with methods and at locations and intervals as may be pre-
seribed by the commission;

(3) establish and maintain records of the pature and amounts of effluents and the performance
of effluent control devices;



(4) provide any other information relating to the discharge of water contaminants; and

(5) notify a constituent agency of the introduction of new water contaminants from a new source
and of a substantial change in volume or character of water contaminants being introduced from sources in
existence at the time of the issuance of the permit. .

H. The commission may provide by regulation a schedule of application fees for permits not
exceeding the estimated cost of investigation and issuance of permits. Fees are to be paid at the time the
application for the permit is filed. Fees collected pursuant to this section shall be deposited in the general
fund.

I. The issuance of a permit does not relieve any person from the responsibility of complying with the
provisions of the Water Quality Act and any applicable regulations of the commission.

J. A permit may be terminated or modified by the constituent agency which issued it previous to its
date of expiration for any of the following causes:

(1) violation of any condition of the permit;

(2) obtaining the permit by misrepresentation cr failure to disclose fully all relevant facts;
(3) violation of any provisions of the Water Quality Act;

(4) violation of any applicable state or federal effluent regulations; or

(5) change in any condition that requires either a temporary or permanent reduction or elimination
of the permitted discharge.

K. Permits issued, denied, modified or terminated under this section shall not be deemed a major
state action significantly affecting the quality of the human environment within the meaning of section 12-20-6(C)
NMSA 1953,

L. 1If the constituent agency denies, terminates or modifies a permit, or grants a permit subject
to condition, the constituent agency must notify the applicant or permittee by certified mail of the action
taken and the reasons therefor. If the applicant or permittee is dissatisfied with the actZon taken by
the constituent agency, he may file a petition for hearing before the commission. The petition must be
made in writing to the director of the constituent agency within thirty (30) days after notice of the
constituent agency's action has been received by the applicant or permittee. Unless a timely request for
hearing is made, the decision of the constituent agency shall be final.

M, If a timely petition for hearing is made, the commission shall hold a hearing within thirty
(30) days after receipt of the petition. The constituent agency shall notify the petitioner by certified
mail of the date, time and place of the hearing. Provided, that if the commission upon receipt of the petition
deems the basis for the petition for hearing by the commission is affected with substantial public interest,
it shall ensure that the public shall receive notice of the date, time and place of the hearing and shall
be given a reasonable chance to submit data, views or arguments orally or in writing and to examine witnesses
testifying at the hearing. Any public member submitting data, views or arguments orally or in writing shall
be subject to examination at the hearing. In the hearing, the burden of proof shall be upon the petitioner.
The commissicon may designate a hearing officer to take evidence in the hearing. Based upon the evidence
presented at the hearing, the commission shall sustain, modify or reverse the action of the constituent
agency.

N. 1If the petitioner requests, the hearing shall be recorded at the cost of the petitioner. Unless
the petitioner requests that the hearing be.recorded, the decision of the commission shall be final.

0. A petitioner may appeal the decision of the commission by filing with the court of appeals a
notice of appeal within thirty (30) days after the date the decision is made. The appeal must be on the
record made at the hearing., The petitioner shall certify in his notice of appeal that arrangements have
been made with the commission for preparation of a sufficient number of transcripts of the recoxrd of the
hearing on which the appeal depends to support his appeal to the court, at the expense of the petitioner,
including two (2) copies which he shall furnish to the comission.

P. A person who violates any provision of this section is guilty of a misdemeanor and shall
be punished by a fine of not less than three hundred dollars ($300) nor more than ten thousand dollars
($10,000) per day, or by imprisonment for not more than one(l) year, or both.

Q. In addition to the remedy provided above, the trial court may impose a civil penalty for a
violation of any provision of this section not exceeding five thousand dollars (8$5,000) per day.

75-39-5, ADOPTION OF REGULATIONS--NOTICE AND HEARING.--No regulation or water quality standard or
amendment or repeal thereof shall be adopted until after a public hearing within the area of the state con-
cerned; provided that the commission may adopt water quality standards on the basis of the record of hearing
held by the New Mexico department of public health prior to the effective date of the Water Quality Act



/75-39-1 to 75-39-12/ if those hearings were held in general conformance with the provisions of this section.
Hearings on regulations of statewide application shall be held at Santa Fe. Notice of the hearing shall

be given at least thirty (30) days prior to the hearing date and shall state the subject, the time and the

place of the hearing and the manner in which interested persons may present their views. The notice shall

also state where interested persons may secure copies of any proposed regulation or water quality standard.

The notice shall be published in a newspaper of general circulation in the area affected. Reasonable effort
shall be made to give notice to all persons who have made a written request to the commission for advance notice
of its hearings. At the hearing, the commission shall allow all interested persons reasonable opportunity

to submit data, views or arguments orally or in writing and to examine witnesses testifying at the hearing.

The commission may designate a hearing officer to take evidence in the hearing. Any person heard or represented
at the hearing shall be given written notice of the action of the commission. No regulation or water quality
standard or amendment or repeal thereof adopted by the commission shall become effective until thirty (30) days
after its filing with the Supreme Court law librarian.

75-39-6. VALIDITY OF REGULATION--JUDICIAL REVIEW.--

A. Any person who is or may be affected by a regulation adopted by the commission may appeal to the
court of appeals for further relief. All such appeals shall be upon the record made at the hearing), and shall
be taken to the court of appeals within thirty (30) days after filing of the regulation under the State Rules
Act (71-6-23, 71-7-1 to 71-7-3, 71-7-5 to 71-7-10).

B. The procedure for perfecting an appeal to the court of appeals under this section consists of
the timely filing of a notice of appeal with a copy attached of the regulation from which the appeal is taken.
The appellant shall certify in his notice of appeal that arrangements have been made with the commission for
preparation of a sufficient number of transcripts of the record of the hearing on which the appeal depends
to support his appeal to the court, at the expense of the appellant, including three(3) copies which he shall
furnish to the commission.,

C. Upon appeal, the court of appeals shall set aside the regulation only if found to be:
(1) arbitrary, capricious or an abuse of discretion;

(2) not supported by substantial evidence in the record or reasonably related to the prevention
or abatement of water pollution; or

(3) otherwise not in accordance with law,
75-39-7. DUTIES OF CONSTITUENT AGENCIES.--Each constituent agency shall administer regulations adopted pur-
suant to the Water Quality Act (75-39-1 to 75-39-12), responsibility for the administration of which has been assigned
to it by the commission.

75-39-8. POWERS OF CONSTITUENT AGENCIES.--Each constitutent agency may:

A, receive and expend funds appropriated, donated or allocated to the constituent agency for purposes
consistent with the Water Quality Act (75-39-1 to 75-39-12);

B. develop facts and make studies and investigations and require the production of documents necessary
to carry out the responsibilities assigned to the constituent agency. The result of any investigation shall be
reduced to writing and a copy thereof furnished to the commission and to the owner or occupant of the premises
investigated;

C. recommend regulations for adoption by the commission;
D, report to the commission and to other constituent agencies water pollution conditions that are
believed to require action where the circumstances are such that the responsibility appears to be outside the

responsibllity assigned to the agency making the report;

E. make every reasonable effort to obtain voluntary co-operation in the prevention or abatement of
water pollution; and

F. upon presentation of proper credentials, enter at reasonable times upon or through any premises
in which an effluent source is located or in which are located any records required to be maintained by
regulations of the commission; provided that entry into any private residence without the permission of the
owner shall be only by order of the district court for the county in which the residence is located and that,
in connection with any entry provided for in this subsection, the constituent agency may:

(1) have access to any copy of the records;

(2) inspect any monitoring equipment or methods required to be installed by regulations of the
commission; and .

(3) sample any effluents.
75-39-9, ABATEMENT OF WATER POLLUTION.~-
A. If, as a result of investigation, a comstituen: agency has good cause to believe that any person is

violating or threatens to violate any regulation of the commission for the enforcement of which the agency
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is responsible, and, if the agency is unable within a reasonable time to obtain voluntary compliance, the
comnmission may initiate proceedings in the district court of the county in which the violation occurs. The
comnission may seek Injunctive relief against any violation or threatened violation of regulations, and such
relief shall be subject to the continuing jurisdiction and supervision of the district court and the court's
powers of contempt, The attorney general shall represent the commission,

B. In addition, to the remedies provided in this section, the district court may impose civil
penalties not exceeding one thousand dollars ($1,000) for each violation of the Water Quality Act [75~39-1
to 75-39-177 or any regulation of the commission, and may charge the person convicted of such violation with the
reasonable cost of treating or cleaning up waters polluted. Each day during any portion of which a violation
occurs constitutes a separate violation.

C. Any party aggrieved by any final judgment of the district court under this section may appeal
to the court of appeals as 1lu other civil actions.

D. As an additional means of enforcing the Water Quality Act or any regulation of the commission,
the commission may accept an assurance of discontinuance of any act or practice deemed in violation of the
Water Quality Act or any regulation adopted pursuant thereto, from any person engaging in, or who has engaged
in, such act or practice, signed and acknowledged by the chairman of the commission and the party eff.:cted.
Any such assurance shall specify a time limit during which such discontinuance is to be accomplished.

75~39-10. EMERGENCY PROCEDURE.--Notwithstanding any other provision of the Water Quality Act [/75-39-1
to 75-39-127, if any person is causing or contributing to water pollution of such characteristics and duration
as to create an emergency which requires immediate action to protect human health, the director of the
environmental improvement agency shall order the person to immediately abate the water pollution creating the
emergency condition. If the effectiveness of the order is to continue beyond forty-eight (48) hours, the
director of the environmental improvement agency shall file an action in the district court, not later than
forty—-eight (48) hours after the date of the order, to enjoin operations of any person in violation of the
order,

75-~39-11. LIMITATIONS UPON OPERATION OF ACT,--—

A. The Water Quality Act [75-39-1 to 75-39-127 does not grant to the commission or to any other
entity the power to take away or modify property rights in water, nor is it the intention of the Water
Quality Act to take away or modify such rights.

B, Effluent data obtained by the commission or a constituent agency shall be available to the
public, Other records, reports or information obtained by the commission or a constituent agency shall
be available to the public, except upon a showing satisfactory tc the commission or a constituent agency
that the records, reports or information or a particular part thereof, if made public, would divulge methods
or processses entitled to protection as trade secrets.

C. The Water Quality Act does not authorize the commission to adopt any regulation with respect
to any condition or quality of water if the water pollution and its effects are confined entirely within the
boundaries of property within which the water pollution occurs when the water does not combine with other waters.

D. The Water Quality Act does not grant to the commission any jurisdiction or authority affecting
the relation between employers and employees with respect to or arising out of any condition of water quality.

E. The Water Quality Act does not supersede or limit the applicability of any law relating to
industrial health, safety or sanitation.

F. In the adoption of regulations and water quality standards and in any action for enforcement
of the Water Quality Act and regulations adopted thereunder, reasonable degradation of water quality resulting
from beneficial use shall be allowed.

G. The Vater Quality Act does not permit the adoption of regulations or other action by the
comnission or other constituent agencies which would interfere with the exclusive authority of the oil
conservation commission over all persons and things necessary to prevent water pollution as a result of oil
or gas operations through the exercise of the power granted to the oil conservation commission under section
65-3-11 MMSA 1953, and other laws conferring power on the oil conservation commission.

75~39-12, CONSTRUCTION OF ACT.—The Water Quality Act [75-39-1 to 75-39-1Z7 provides additional and
cumulative remedies to prevent, abate and control water pollution, and nothing abridges or alters rights of
action or remedies in equity under the common law or statutory law, criminal or civil. No provision of the
Water Quality Act or any act done by virtue thereof estops the state or any political subdivision or person
as owner of water rights or otherwise, in the exercise of their rights in equity or under the common law
or statutory law to supress nuisances or to abate pollution.



INDEX TO RULES AND REGULATIONS

(References are to Rule numbers)

-A- Christmas trees, 115
Churches, 310

Abandonment, premature, 802 City, town, or village - drilling within, 102
Abandonment of wells; see plugging Classification of pools, 5
Abandonment, temporary, 202, 1103 Common purchaser, gas, 902
Acreage Dedication Plat, see Plat Common purchaser, oil, 802
Acreage Requirements, 104, 1101, 1102 Common tank batteries, 309
ACT; see Automatic Custody Transfer Communitization, 104, 1104
Address, mailing, 0.C.D., 1301 Commingling, between leases, 309-B
Adverse parties, 1208 . Cormingling, between pools, 303-B B
Air injection, 701, 1120 Commingling, downhole, 303-C
Allocated pools; see Proration Completion allowable, 504
Allowable adjustument, non-standard units, 104 Completion date, 104-D, 503 (d), 1104
Allowable adjustment, §-.8, 603 Confidential information, 1105
Allowable change, 505, 1127 : Condensate, 803
Allowable, effective date, 503 (d), 1104 (2) Core holes, 202
Allowable, oil, 502, 503, 504, 505 Creation of pools, 1123
Allowable, request for, 503 (d4), 504, 505, 1104 Crooked holes, 111

Allowable, special; see Depth Bracket
Allowable, special

Allowable, testing and completion, 504 -D-
Allowable, water flood, 701 E 3
Annual reports, drip, 314 Daily tolerance, o0il production, 502 I
Application for Permit to Drill, Deepen or Plug Defective casing or cementing, 108
Back, 102, 104, 705, 1101, 1103 Depth Bracket Allowable, 502, 505
‘Application for hearing, 1203 Depth Bracket Allowable, special, 505 (d)
Authorization to transport oil and gas, 312, Development well, defined, 104 A
314, 504, 803, 1104 - Deviation tests, 111
Automatic Custody Transfer, 309-A, 1106 Dikes, 310
Directional drilling, 111
-B- Directional Surveys, 111
Disconnection, gas well, 407, 1130
Back allowable, 503 (h) Discovery Allowable, oil, 509
Back pressure tests, 401, 1122 Discovery well, 505 (a), 509
Blow~-outs, 109, 116 Disposal wells, 701, 1120
Blow-out preventers, 114 Distillate, 803
Boilers, location of, 114 Districts, areas of, 1301
Bond, plugging, 101 Downhole commingling, 303-C
Bond, treating plant, 312 Drilling fluid, 114
Bonds, where filed, 101, 1302 Drilling permits; see Application for Permit to Drill,
Bonus Allowable; see Discovery Allowable Deepen, or Plug Back
Bottom hole pressure, 115, 302, 1124 Drilling pit leaks or spills, 116
Bottoms, tank, 311, 313 Drip, 314
Bradenhead completions, 112-B Drip Disposition Report, 314
Breaks, pipeline, 116 Drip traps, 311, 314
Dry holes, 201, 202, 203, 204, 1103
-C-
—E~
Carbon black, 404, 1119 -
Carbon dioxide, 406 Electric generators, location of, 114
Carbon dioxide plants; see Extraction Plants Electric logs; see logs
Casing, defective, 108 Emergency orders, 1202
Casing requirements, 107, 702 Engines, gas, 404
Casing tests, 112-A VI (a), 107 (b) (c) Examiners, 1201-1220 inclusive
Casinghead gas, 305, 306, 506 Exceptions to rules, 1303
Cement, defective, 108 Excess production, oil, 502 II and IIIL
Cement, strength, 107 Extension of Pools, 1123
Cement, volume required, 107 Extraction plants, 306, 1002, 1111
Cement, waiting time, 107
Central tank batteries, 309 -F-
Certificate of Compliance, 312, 314, 503 (d),
504, 803, 1104 Federal Leases, 4, 1128
Change of ownership, drilling well, 1103 Fences, for pits, 313
Change of ownership, producing well, 1104 Field personnel, 1303

Chemical treatment of wells, 113, 1103 Fire, 116



Fire hazards, 114, 310 Monthly Report, Carbon Black, 1119

Fire walls, 310 Monthly Report, gas purchaser's, 1111
Flaring, gas, 306 Monthly Report, Gasoline or other Extraction Plant, 1002, 1111
Flooding, water, 701, 704 Monthly Report, Injectionm, 704, 1120
Flow-line breaks, 116 Monthly Report, Operator's (Production), 306, 308, 311, 502
Forms, where to file, 1100, 1302 ' III & VI, 1115
Monthly Report, Refiners, 1001, 1113
~G- Monthly Report, Transporter's, 314, 1112
Monthly Report, Treating Plants, 312, 1118
Gas engines, 404 Monthly Report, Water Disposal, 1120
Gas Flaring, 306 Monthly tolerance, oil production, 502 II
Gas injection, 701, 704, 1120 Multiple Completions, 112-A, 304, 1107
Gas 1lift, 404
Gas-0il ratio, 301, 503 (e), 506, 1116 -N-
Gas proration, 601, 602, 603, 604, Order No. R-1670,
as amended Natural gas, see Gas
Gas purchasing and transporting, 3801, 902, 111 No~flare order, 306
Gas storage, 405, 1131 Nominations, crude oil, 1121
Gas well disconnection notice, 407, 1130 Nominati .ns, gas, 601, 1121
Gas well tests, see Tests, Gas Wells Non-marginal unit, 503 (e)
Gas well gas, to be measured, 403 Non-standard units, gas, 104 D
Gas well, liquids, 803 Non-standard units, oil, 104 M
Gas well potential, 104-D, 401, 1122 Non-standard location, 104 F
Gas well production reports, 1111, 1115 Notice of Intention to Drill; see Application for Permit to
Gas well shut-in pressures, 402, 1125 Drill, Deepen, or Plug Back
Gas utilization, 404 Notice of Hearing, 1204, 1205, 1206
Gasoline breaks or leaks, 116 Notices, miscellaneous; see Sundry Notices
Gasoline plants; see Extraction Plants Notification - leaks, spills, breaks or blowouts, 116
Government leases, 4, 1128
-0
-H-
Offices, District, 1301
Hearings, 1201-1223 inclusive Off-Lease Storage, 309-C
Hearings, market demand, 503 0il proration, 501, 502, 503, 504, 505
Hearing de novo, 1220 0il spills, 116 A
Highways, 310 Orders, emergency, 1202
Overproduction, oil, 502 T and 1I
-]=
—P-
Identification of dry holes, 202
Identification of wells, 103 Packers, 112-A II (d)
Illegal gas, 901 Packer Lezkage Tests, 112-A V1 (c)
Illegal oil, 502 III, 801 Packer Setting Affidavit, 112-A VI (d)
Injection, gas, water, air, LPG, 701, 702, 703, Penalized unit, 503 (e)
704, 1115, 1120 Permit, drilling; see Application for Permit to Drill,
Inhabited areas, 310 Deepen, or Plug Back
Permit, Tank Cleaning, 311, 1117
-J=- Permit, Pit Burning, 311, 1117
=K~ Pits, drilling, 105, 116
Pits, for tank bottoms, 313
-L- Pit oil, 312
Pipeline breaks, spills or leaks, 116
LACT; see Automatic Custody Transfer Pipeline proration, 503 (h)
Leaks, 116 Plat, Acreage Dedication and Well Location, 1101, 1102
Legal notice; see Notice of Hearing Plugging, Notice of Intention, 201, 1103
Lightning, 116 Plugging method, 202, 1103
Limiting gas-oll xratio, 506 Plugging Report, 201, 1103
Load 0il, 508, 1126 Pollution, 116, 313
Location of wells, 104, 1102 Pooling or commultization (oil) fractional lots, 104 M
Logs, 112-A I1II (d), 117, 701, 705, 1105 Pools, creation and extension of, 1123
LPG Injection, 701, 704, 1120 Potash Area, Order No. R-111-A, as amended
LPG storage, 705 Potential, gas well, 104, 401
Premature abandonment, 802
~M~ Pressure, bottom hole; seel Bottom hole pressure
. Pressure control eqaipment, 114, 115
Mailing address, 0.C.D,, 1301 ’ Pressure, gas well, 401, 402, 1125
Marginal units, 503 (e), 506 Pressure maintenance, 701, 704, 1120
Markers, dry hole, 202 Production Reports; see Monthly Report, Operator
Market demand, 503 . Project area, water flood, 701 E 2
Market Demand Percentage Factor, 503 Proration, gas, 601, 602, 603, 604
Miscellaneous notices; see Sundry Notices and Proration, oil, 501, 502, 503, 504, 505

Reports Proration period, gas, 0602



Proration schedule, oil 503 (d)
Prorationing, pipeline, 503 (h)
Prorationing, purchaser, 802
Pumps, gas, 404

Pumps, vacuum, 307

Purchaser, gas, 902, 1111, 1121
Purchaser, oil, 802, 1121
Purchaser prorationing, 802

-Q~
~R~

gadiocactivity logs; see Logs
Ratable take, gas, 902
Ratable take, oil, 802
Records, company, 1100
Refinery reports, 1001, 1113
Reliearings, 1222
Release of bond, 101
Remedial work, 1103
Reports, annual; see Annual Reports
Reports, miscellaneous; see Sundry
Notilces
Reports, monthly; see monthly reports
Reports, where filed, 1100, 1302
Request for allowable, 503, 504, 505, 1104
Reservoir Pressuves; see Bottom hole pressure

-5—

Safety regulations, 114, 310

Salt Water, 308, 701

Salt water disposal, 701, 1108, 1120, Order
No. R-3221, as amended

Schools, 310

Secondary recovery, 701, 704, 1120

Sediment oil, 311, 1117

Seismic holes, 204

Separators, 115

Shooting of wells, 113

Shut-in pressures, gas well, 402, 1125

Signs on wells, 103

Slush pit leaks or spills, 116

Spacing, 104, 505

Special Allowables, 505 (d)

Spills, 116
Stream pollution, 313
Storage, gas, 405, 1131

Storage, LPG, 705

Storage pits and ponds - leaks or spills, 116
Storage records, oil, 502 V

Subsurface pressures, 115, 302, 1124
Sundry Hotices and Reports, 201, 1103
Supplements to Proration Schedule, 503,
Surface casing, 107

Surface damage, 116

Suspension of drilling operations, 202

(d) and (£f)

—T-

Tank batteries, 309, 310

Tank bottoms, 311, 313

Tank Cleaning permit, 311, 1117

Tank fires, 116

Temporary abandonument, 202, 1103
Temperature gradient, 107

Tests, bottom hole pressure, 302, 1124

Tests, casing, 107

Tests, gas-oil ratio, 301, 506, 1116
Tests, gas wells, 104-D, 401, 402, 1122, 1125
Tests, productivity, 301, 401
Testing allowable, 504

Tolerance, daily oil, 502 I
Tolerance, monthly oil, 502 I
Tolerance, well location, 104

Top unit allowable, 503 (d)

Transfer of wells, 101

Transporter, gas, 1111

Transporter, oil, 1112

Treating plants, 312

Tubing requirements, 107, 702
Tubingless completions, 107

-U-

Underpro *uction, oil, 502 II, 503 (h)
Unitized areas, 507
Unorthodox locations, 104 (f)

—y-

Valves, 115
Vacuum pumps, 307
Vented gas, 306

A

Waste, prohibited, 3, 314, 404
Water flood, 701, 704, 1120
Water, fresh, 106, 701, 702
Water injection, 701, 704, 1120
Water, salt, 308, 701

Water, sulphur, 308
Watercourse, 116

Well-bore commingling, 303-C

Well Completion or Recompletion Report, 117, 704, 1105

Well identification, 103
Well Location Plat; see Plat

Well record; see Well Completion or Recompletion Report

Wellhead equipment, 115
Wildcat, defined, 104 A
Workover, 1106

-X~

—Y-

—Z-



form 0 & G f-1
Adopted 6-17-77
Revised 10-1-78

STATE OF NEW MEXICO

$50,000.00 BLANKET PLUGGING BOND

BOND NO.
{For Lhve nd Susety Company)
¥ile with 0il1 Consarvation Division, P.O.Box 2088, Santa Fe 87501
KNOW ALL MEN BY THESE PRESENTS:
That , (An individual) (a partnership)
(a corparation organized in the State of . with its principat office in the city of
. State of , and authorized to do business in
the State of New Mexico), as PRINCIPAL, and .a
corporation organized and existing under the laws of the State of .and authorized

to do business in the State of New Mexico, as SURETY, are held firmly bound unto the State of New Mexico, for the use
and benefit of the Oil Conservation Division of New Mexico pursuant to Section 653-3-11, New Mexico Statutes
Annotated, 1953 Compilation, as amended. in the sum of Fifty Thousand Dollars(350.000.00) lawful money of the United
States, for the payment of which, well and truly to be made, said PRINCIPAL and SURETY hereby bind themselves, their
successors and assigns, jointly and severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may herealier enter into oil and gas leases, or carbon dioxide (COz) gas leases, or
helium gas Icases with the State of New Mexico; and

WHEREAS, The above principal has heretofore or may hereafter enter into oil and gas leases, or carbon dioxide (COz) gas leases, or
helium gas leases on lands patented by the United States of America to private individuals, and on lands otherwise owned by private
individuals; and

WHEREAS, The ahove principal, individually, or in association with ane or more other parties, has commenced or may commence
the drilling of «vells to prospect for and produce oil or gas, or carbon dioxide (CO:) gas or helium gas, or does own or may acquire, own or
operate such well, or such wells started by others on land embraced in said State oil and gas leases, or carbon dioxide (CO.) gas leases, or
helium gas leases, and on land patented by the United States of America to private individuals, and on land otherwise owned by private
individuals, the identification and location of said well being expressly waived by both principal and surety hereto.

NOW, THEREFORE, If the above bounden principal and surety or either of them or their successors or assigns, or any of them, shall
plug all of said wells when dry or when abandoned in accordance with the rules, regulations, and orders of the Oil Conservation  Division
of New Mexico in such way as to confine the oil, gas, and water in the strata in which they are found, and to prevent them from escaping into
other strata;

THEN, THEREFORE, This obligation shall be null and void; otherwise and in default of complete compliance with any and all of said
obligations, the same shall remain in full force and effect.

PROVIDED. HOWEVER, That thirty (30) days after receipt by the Oil  Conservation Division of New Mexico of writien notice of
cancellation from the surety, the oblipation of the surety hereunder shall terminate as to property or wells acquired, drilled, or started after
sdid thirty (30) day period but shall continue in effect, notwithstanding said notice, as to property or wells theretofore acquired, drilled or
started. '

Exhibit “1v
Order No. R-5709-A



form 0 & G B-1
Adopted 6-17-77
Revised 10-1-78

STATE OF NEW MEXICO
ONE-WELL PLUGGING BOND

FORCHAVES, EDDY, LEA, McKINLEY, RIO ARRIBA, ROOSEVELT,
SAHDOVAL, AND SAN JUAN COUNTIES ONLY

BONDNO.

(For Use of Surety Connpany)

AMOUNT OF BOND

COUNTY

SOTE: For wells less than $,000 fect deep, the minimum hond is $5,000.00°
For wells 5,000 feet to 10,000 feet deep, the mimmum bond is $7,500.00°
For wells more than 10,000 feet deep, the minimom band is $10,000.00

.

Under certain condinons. 2 well berng driled undee a 3900000 o $7,300 (00 bond May be permitied 10 he dralied 83 much as SO0 feet decper than the noemal masimum
deprhve ca well by dnsied under 4 35000 00 bonsd may be pemutied 10 go 10 9,499 feet, and 4 well heang drilled uncer a 37,3500 (0 bond may be permitted 0 go to
1. %00 ket (Soe Role 1G]

File with 0il Conservation Division, P.0O.Box 2088, Santa Fe 87501

KNOW ALL MEN BY THESE PRESENTS:

. That , {An individual) (a partnership)
(a corpuration organized in the State of , with its principal office in the city of
. State of , and authorized to do business

in the State of New Mexico), as PRINCIPAL, and ,a
corporation organized and existing under the laws of the State of ,

and authorized to do busiress in the State of New Mexico, as SURETY, are held firmly bound unto the State of New
Mexico, for the use and Ienefit of the Oil Conservation Division of New Mexico pursuant to Section 65-3-11, New
Mexico Statutes Annotated, 1953 Compilation, as amended, in the sum of
Dollars lawful money of the United States, for the payment of which, well and truly to be made, said PRINCIPAL and
SURETY hercby bind themsclves, their successors and assigns, jointly and severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hereafter enter into oil and gas leases, or carbon dioxide (CO:) gas leases, or
helium gas lcases with the State of New Mexico; and

WHEREAS, The above principal has heretofore or may hereafter enter into oil and pas leases, or carbon dioxide (COz) gas leases, or
helium gas leases on lands patented by the United States of America to private individuals, and on lands otherwise owned by private
individuals; and

WHEREAS, The above principal, individually, or in association with one or more other parties, has commenced or
may commence the drilling of one well not to exceed a depth of __feet, to prospect for and produce oil
or gas, or carbon dioxide (COz) gas or helivm pas, or does own or may acquirc. own or operate such well, or such well
started by others on land cmbraced in said State oil and gas leases, or carbon dioxide (CO:) leases, or helium gas leases,
and on land patented by the United States of America to private individuals, and on land otherwise owned by private
individuals, the idenulication and location of said well being

(Here state exact Jonad subdin san by A0 acse it af bot)
Seevvon___ Township_________ (North)(South), Range_____________(EastXWest), NM.P.M.
County; New Mexico.

NOW, THERFFORE, I the above bounden principal and surety or either of them or their successors or assigns, or any of them, shall
g said well when dry or when abandoned in accordance with the rules, regulations, and orders of the Oil Conservation  Division of New
xico in such way as to confine the oil, gas, and water in the strata in which they are found, and 1o prevent them from escaping into other

na,

THEN, THEREFORE, This obhigation shall be null and void; otherwise and in default of complete compliance with any and all of said
obligations, the same shall remain in full force and eftect.

Exhibit "2"
Order No, R-5709-A



form 0 & G B-1-X
Advpted 6-17-77

STATE OF NEW MEXICO Kevised 10-1-78
ONE-WELL PLUGGING BOND
FORALL COUNTIES EXCEPT:
CHAVES, EDDY,LEA, Mc KINLLY, RIO ARRIBA, ROOSEVELT,

SANDOVAL, AND SAN JUAN

BOND NO.

fRor U o Surrty Company)

AMOUNT OF BOND

COUNTY

NOTE: For wells less than 5,000 feet deep, the minimum bond is $7.500.00*
For wells 5.000 to 10,000 feet deep, the minimum bond is $10,000.00*
For wells more than 10,000 feet deep, the minimum bond is $12,500.00

. .
Undet certan conditions, 8 well hesng drified unales 5 37,500 00 or 310,000 00 may he perruind wr he dilled a8 much as 300 keet deeper than the noemal masimum depth,
4, 8 well beng dolled under 4 37,3500 00 bond may be permitied 10 g0 10 3,499 feet. end & well beng drilled wnder 8 $10.000 00 hond msy be permatted 10 g0 10 10,500 jret.

(Sce Ruse 101)
File with 0il Conservation Division, P.O.Box 2088, Santa Fe 87501

KNOW ALL MEN BY THESE PRESENTS:
, (An individual) (a partnership)

That
{a corporation organized in the State of . with its principal office in the city of
, State of , and authorized to do business
in the State of New Mexico), as PRINCIPAL, and ,a

corporation organized and existing under the laws of the State of
and authonized to do business in the State of New Mexico, as SURETY, are held firmnly bound unto the State of New

Mexico, for the use and benefit of the Oil Conservation Division of New Mexico pursuant to Section 65-3-11, New

Mexico Statutes Annotated, 1953 Compilation, as amended, in the sumn of
Dollars lawful money of the United States, for the payment of which, well and truly to be made, said PRINCIPAL and

SURETY hereby bind themselves, their successors and assigns, jointly and severally, firmly by these presents.

The cond::ions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hercafter enter into oil and gas leases, or carbon dioxide (CO2) gas leases, or

helium gas leases with the State of New Mexico; and

WHEREAS, The above principal has heretofore or may hereafter enter into oil and gas leases, or carbon dioxide (CO;,) gas leases, or
helium gas leases on lands patented by the United States of America to private individuals, and on lands otherwise owned by private

individuals; and

WHEREAS, The above principal, individually, or in sssociation with one or more other parties, has commenced or
may commence the drilling of one well not to exceed a depth of feet,, to prospect for and produce oil
or gas, or carbon dioxide (CO;) gas or helium gas, or does own or may acquire. own or operate such well, or such well
started by others on land embraced in said State oil and gas leases, or carbon dioxide (CO;) leases, or helium gas leases,
"and on land patented by the United States of America to private individuals, and on land otherwise owned by private

individuals, the identification and location of said well being

(Here siace e3¢ begal subdimneon by 40-sre 10acs wr bot)

Section yJownship____ (North){(South),Range_______ (East)(West), NM.P.M.
County, New Mexico.

NOW, THEREFORE, If the above bounden principal and surety or either of them or their successors or assigns, or any of them, shall
plug said well when dry or when abandoned in accordance with the rules, regulations, and orders of the Oil Conservation Division of New
Mexico in such way as to confine the oil, gas, and water in the strata in which they are found, and to prevent them from escaping into other

stracs;

THEN, THEREFORE, This obligation shall be null and void; otherwise and in default of complete compliance with any and all of said
obligations, the same shall remain in full force and effect.

Exhibit "3" v
Order No. R-5709-A



STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

w0, OF Co”ige ALLULIvVED

DISTRIBUTION
SANTAFE
FiLE
U.5.0.8,
LAND OFFICE
1 OPERATOR

OIL CONSERVATION DIVISION

P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

Y

Form C-101
Revised 10-1-78

)

SA. lndicate Type of Lease

ree []

.5, State Otl & Gas [.eass No.

BYATL

APPLICATION FOR

PERMIT TO DRILL, DEEPEN, OR PLUG BACK

___ —_

. Type of Work

7. Unft Agreement Name

DRILL l ‘ DEEPEN I l PLUG BACK ! l

b, Type of Well u 8. Farm or l.ease Name

o1L GAS s 3

wELL D WELL D OTHER I:::: [] MUUII::: D
2. Name of Operator 9. Well No.
3. Address of Operator i0. Ffeld and Pool, or Wiidcat
4. Location of Well

UNIT LETTER LOCATED FELT FROM THE LINE

\\\

\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\

D ARMMNINIDNIDIIN

N\

. Froposed Depth

9A. Formation 20, Rotary or C.T.

LANNNN

Elevations (Skow whether D

21A. Kind & Status Plug. Bond { 21B. Drilling Contractor

22, Approx.

Date Work will start

23,

PROPOSED CASING AND CEMENT PROGRAM

SIZE OF HOLE

SIZE OF CASING

WEIGHT PER FOOT | SETTING DEPTH

SACKS OF CEMENT

EST. TOP

IN ABOVE SPACE DESCRIBRE PROPOSED PROGRAMI (P PROPOSAL 18 TO DREPEN OR PLUG BACK, €1VE OATA ON PRIUSIENY PROCOUCTIVE ZONE AMD PROPOSED NEW PRODUC-

TIVE JONK.

GIVE BLOWOUY FPREVINTER FROGKAM, IF ANY,

1 hereby certify that the information above

ls true and complate to the bhest of my knpwledge and bellef,

Tisle

Date

Signed

(This spuce fur State Use)

APPROVED BY

TITLE

OATE

CONDITIONS OF APFPROVAL, IF ANY)

Exhibit "4"
Order No. R-5709-A



STATE OF KEW MEXICO
ENERGY anD MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

All distences must be from the cuter boundarles of the Section,

P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

Form C-102
Revised 10-1-78

-— B e
F’E Jdor Lease Well Ho.
I‘ ‘Letler | Sectlon Townehip Range Counlty
p— PU——
A. a} Fostoge Loc  .on of Well;
‘vet {from the line and fcet from the Hne §
Ground Ligvel Llev. Producing Formation Pool Dedlcaled Acicage:

Acres

interest and royalty).

[] Yes [] Neo

If answer is

If answer is ‘‘yes]” type of consolidation

dated by communitization, unitization, force-pooling. etc?

1. Outline th: acreage dedicated to the subject well by colored pencil or hachure marks on the plat below,

2. If more than one lcase is dedicated to the well, outline cach and identify the ownership thereof (both as to working

3. If more than one lease of different ownership is dedicated to the well, have the intcrests of all owners been consoli-

““no;” list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if necessary.)

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,
forced-pooling, or otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Division.

B e T T

CERTIFICATION

! hereby certify that the informotion con-
toined herein Is true ond complete to the

best of my knowledge and belief.

4
l
I
l
1
|
I

Name

Position

Company

Date

L.____._...—_.‘..._..__...—...—»__.___....

e ettt

|
)
i
|
]

l
|

{ hereby certify thot the well location
shown on this plot wos plotred from field
notes of octuol surveys mode by me or
under my supervision, ond thot the some
is true ond correct to the best of my

knowledye and belief.

¢ Date Surveyed
EXhiblt "5" HRegistered Prot f 1 Engt
eqginter rotensfonal Enginecr
Order NO. R-5709-A and/or Land Surveyor
|
1
e — - - e i it - 1o @ Wl Centificate No.
[ .y 1“"“{.'-'( '"'“"H""H' r L ! - LT ]
[ 330 [ 114 90 1320 eno ter 2310 26 40 2000 1300 1eo 800




STATE OF NEW MEXICO
ENERGY &nD MINERALS DEPARTMENT

we. 8¢ foerie hectivee OIL CONSERVATION DIVISION
CISTRIBUTION P. O. BOX 2088 ::";‘sc;“l’g 1-78
SANTA FE SANTA FE, NEW MEXICO 87501 e )
ILVE

$a. Indicate Type of Lease

205 State [:] Fee D

AND OFFICE
TPERATOR 5. State Ot & Gas L.ease No.

i} __SUNDRY NOTICES AND REPORTS ON WELLS Q
00 WOT USK TwI3 rony fon TrososALs YO DRILL On To OrTerk Gn PLUS 8ACA TD X DIFFCRCNT RESTAVOIR. &

7. Unit Agreement Name
w0 m O
wErLL weL OTHEN-

"Name ol Operator 8. Farm or Lease lName

, Address of Operalor 9, Well No.

, Location of Well 10. Fleld and Pool, or Wildcat

UNIT LETTER . FLET FROM YHE ______ LINE AND . FEET FROM w
THE _ LINE, SECTION TOWNSKIP RANGE __ NMPM, ‘\\\\ \

W 15. Elevation (Show whether DF, RT, GR, etc.) 12. County N\§§§

Check Appropriate Box To Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERPORM REMEDIAL WORK D PLUG AND ABANDON D REMEDIAL WORK D ALTERING CASING D
TEMPORARILY ABANDON S COMMENCE DRILLING OPNS. 5 PLUG AND ABANDONMENT D
PULL OR ALTER CASING CHANGE PLANS D CASING TESYT AND CEMENT JQB
) OTHER D
OTHER D

7. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed
work) SEE RUL E 1103,

‘ Exhibit "6"
Order No. R-5709-A

18. 1 hereby certify that the informution sbove is true and complete 10 the beat of mv ¥Ynowledge and belief.

TITLE OATE

BlentD

TITLE BATE

APPAOYID BY

CONDITIONS OF APPROVAL, IF ANY!




DIATL UF NLW MLEXICD
NERGY ann MINECRIALS DEPARTMENT

P

8. 67 qoPite mrtiiveD

LIBTRIPUTION
sAnTA FE

SUNSTED S S

LAMOD OFFiCR

Form C-104
Revised 10-1-78

Oll. CONSERVATION DIVISION
P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

o Tew REQUEST FOR ALLOWABLE
hatl (Ul s AND
orenaton AUTHORIZATION TO TRANSPORT OIL AND NATURAL GAS
|, ] »romaTiOn OFPICKR
Operator
Address

Reoson(s] Tor fb‘mg {Check proper box)

New We))
]

Change In mevlhlp[j

Change tn Tsansporter of;

oul O

Castnghead Gas

Recompletion

Dry Gas

Condensate D

Other (Please explain)

O]

U change of ownership give name
and ~ddress of previous owner

Line of Section Township Range

I.D RIPTION OF WELL AND LEASE .
T Name Well No.| Pool Name, Including Formation Kind of Lease Lease No.
State, Federal or Fee
T .on
Unit Letter ; Feet From The Line and Feet From The

» NMPM, County

DESIGNATION GF TRANSPORTER OF OIL AND NATURAL GAS

Ncre of Authorized Trousporter of Ol [ or Condensate [}

Address (Cive address to which approved copy of this form is to be sent)

Name of Authorized Transporter of Casinghead Gas O or Dry Gas D

Addrees (Give address to which approved copy of this form is to be sent)

: Unit ; Sec, TTwp. : Rge.

1 1 ! .
i 1 | i

If well produces oll or Jlquids,
give location of tarks.

1s qas actually connected? When

1
i
L

.
.

COMPLETION DATA

If this production is commingled with that from any other lease or pool, give commingling order number:

fon well
Designate Type of Completion — (X) |

: Gas well

: New Well T Workover Deepen " Plug Back ' Same Res'v, ' Di{f, Ros'’y.
' i ]

! ' ' 1 '

| S

1 !
Date Spudded Date Compl. Ready to Prod.

1 A 1
Total Depth P.B.T.D.

Elevations (DF, RKB, RT, GR, etc.; Name of Producing Formation

Top OLl/Gas Pay Tubing Depth

Perforations

Depth Casing Shoe

TUBING, CASING, AND CEMENTING RECORD

HOLE SIZE CASING & TUBING SIZE

DEPTH SEYT SACKS CEMENT

] i

TEST DATA AND REQUEST FOR ALLOWABLE
OIL WELL

{Test must be after recovery of total volume of load oil and must be equal to or exceed top allow-
able for thia depth or be for full 24 Aours)

Date First New Ofl RAun To Tanks Date of Teat

Producing Method (Flow, pump, gas lifs, etc.)

Length of Test Tubing Pressure Casing Pressure Choke Size
A Prod, During Test Otl-Bbls. Water - Bblas. Gaa+MCF
e
G’ VELL

Prod. Test-MCF/D Length of Test

F.

Bble. Condensate/MMCF Gravity of Condensate

Teating Method (pitot, back pr.) Tubing Pressure (l!mt-u)

Casing Pressure ( Shut-in) Choke Size

CERTIFICATE OF COMPLIANCE

1 heredby certify that the rules and regulations of the Oil Conservation
Divisioa have been complied with and that the information given
above is true and complete to the best of my knowledge and belief.

Exhibit "7"
Order No, R-5709-A
) (Signature)
) (Title)
(Date)

OIL CONSERVATION DIVISION

APPROVED 19

8y

TITLE

This form is to be {iled In compliance with muULE 1104,

If thia ia & requent {or allowable {or & newly drilled or despened
well, this form must be accompanied by & tabulation of the deviation
tosts taken on the well In sccordance with ruULE V11t

All sections of this {orm must be {illed out completely for allows
sble on new and recompleted walls.

Fill out only Sections I, II, 111, and VI for changes of owner,
wall name or number, or transporten or other such change of condlition.

Separate Forms C-104 must be {iled for wach pool in multiply
completed wella,




STATE OF NEW MEXICO
ENERGY ann MINERALS DEPARTMENT

[ NO, OF COPILS QLLCIvVED

¥

la. TYPE OF WELL 7. Untt Agreement Name
ot D GAS D
wWELL WELL ory OTHER
b. TYPE OF COMPLETION 8. Farm or Lease Name
NEW wWOoRK D D PLUG [ ' pirr. D
wELLL OVER DEEPEN BACK RESVR, OTHER

DISTRIBUTION

TANTA FE

FILE

U.$.G.5.

LAND OFFICE

FPERATOR

OlL CONSERVATION DIVISION

P.O.BOX 2088
SANTA FE, NEW MEXICO 87501

WELL COMPLETION OR RECOMPLETION REPORT AND LOG

Form C-10§
Revised 10-1-78

[Sa. t.dicate Type of Leaso

State D Fee D

5. State Cil & Gas |LLease No.

2, Name of Operator

3. Well No.

3. Address ol Operator

10. Fleld and Pool, or Wildcat

4, Location of Well

UNIT LETTYER LOCATED

THE LINE OF SEC.

TWP.,

FEEY FROM THE

RGE.

LINE AND

FEEY FROM

NMP M

k

County

15. Date Spudded

16. Date T.D. Reached

17, Date Comp!l. {Ready to Prod )

18, Elevations (DF, RKB, RT, GR, etc.)

19, Elev. Cashinghead

20, Total Depth 2L,

Plug Back T.D.

22. If Multiple Compl., How

23. Intervals
Ohy

Drilled By ,
— !

Hotary Tools Cable Tools

]

]

[
e

24,

Producing interval({s), of this completion — Top, Bottom, Name

Made

25. Was Directional Survey

26. Type Electric and Other Logs Run

27. Was Well Cored

CASING RECORD (Report all strings set in well)

28,
CASING SIZE WEIGHT LB./FT. DEPTH SET HOLE SiZE CEMENTYING RECORD AMOUNT PULLED
29, LINER RECORD 30. TUBING RECORD
SIZE TOP BOTTOM SACKS CEMENT SCREEN SIZE DEPTH SET PACKER SET
31. Perforation Record (Interval, size and number) 32, ACID, SHOT, FRACTURE, CEMENT SQUEEZE, ETC.

DEPTH INTERVAL

AMOUNT AND KIND MATERIAL USED

33

PRODUCTION

Date First Production

Froduction Method (Flowing, gas lift, pumping — Size and type pump)

Woll Status (Frod. or Shut-in)

Date of Test ‘Hours Tested Choke Stze Prod'n. For O] — Bbl. Gas — MCF Water — Bbl, Gas — 01! Hatlo
Teut Period
———
Plow Tublng Presa. Casing Preaaure Calculated 24- Ol — Bbl. Gas — MCI Water — Ubl, Oil Gravity — API (Corr.)
Hour Hate
[ROS—
34, Disposition of Gan (Sold, used for fuel, vented, eic.) Tent Witheased By
Exhibit "8"
38, L.ist of Attochments Order No. R- 57 09_7\

36, ! Aareby certify thu the information shown on bath sides of thix form ts true and complete w the bess of my kuou-inlgr and belief.

S$IGNED

TITLE

DATE




STATE OF NEW MEXICO OIL CONSERVATION DIVISION Form C-106

ENERGY ano MINERALS DEPARTMENT P. 0. BOX 2088 Revised 10-1-78
SANTA FE, NEW MEXICO B7501

NOTICE OF INTENTION TO UTILIZE AUTOMATIC CUSTODY TRANSFER EQUIPMENT
ACT Permit No.

Op or Field

Address County

Lease(s) to be served by this ACT Unit

Pool(s) to be served by this ACT Unit

Locatiop of ACT System: Unit Section Township Range
Order No. authorizing commingling between leases if more than one lease is to be served by this

System Date

Order No. authorizing commingling between pools if more than one pool is to be served by this system

Date

Authorized transporter of oil from this system

Transporter’s addres:.

Maximum expected daily through-put for this system: Bbls/day
If system fails to transfer oil due to malfunction or otherwise, waste by overflow will be averted by:
CHECK ONE

Automatic shut-down facilities Alternative (3) h-2, providing adequate available
A, D as required by Section (3) h-1 of B. [ ] capacity to reccive production during maximum
RULE 309-A unattended time of lease operation.

If **A’ above is checked, will {lowing wells be shut-in at the header manifold or at the wellhead?

Maximum well-head shut-in pressure

If “*B** above is checked, how much storage capacity is available above the normal high working level of the

surge tank BBLS.

Wh~t is the normal maximum unattended time of lease operation? - Hours,
v device will be used for measuring oil in this ACT unic?
¢ CKONE

[j Positive displacement meter D Weir-type measuring vessel
D Positive volume metering chamber D Other; describe
Remarks: B Exhibit "9"

Order No. R=~5709-A

I herehy certify that the information given above is true and complete to the best of my knowledge and that the suhject ACT system will be :siuiled and operated
in sccurdance with KULE Su¥=-A,

Approved, OH Conservation Diviston By . — - e e e
By o Title e
Thie Date — e e e

Appraval of Form Ce100 doen not etiminnte the necensity of sn spproved C-104 [‘rlur to running any oll or gus from this systen.



OIL CONSERVATION DIVISION
Form C-107

STATE OF NEW MEXICO P.O. BOX 2088 Revised 10-1-78
ENERGY ano MINERALS DEPARTMENT SANTA FE, NEW MEXICO 87501

APPLICATION FOR MULTIPLE COMPLETION

“pe County Date -
ZH - Lease Well No,
Lenstin Unit Section Township Range

of Vell

Has the New Mcxico Oil Conservation Divisioa heretofore authorized the multiple completion of a well in these same pools or in the same

zones within one mile of the subject well?  YES NO
. If answer is yes, identify onc such instance: Order No. 3 Operator Lease, and Well No.:
. The following facts are submitted: Upper Intermediate Lower
Zone Zone | Zone

a, Name of Pool and Formation

b. Top and Bottom of
Pay Sccrion

(Perforations)

c. Type of production (Oil or Gas)
d. Method of Production
(Flowing or Artificial Lift)

{. The following are attached. (Please check YES or NO)

Xcs | No

a. Diagrammatic Sketch of the Multiple Completion, showing all casing strings, including diameters and setting depths, central-
izers and; or turbolizers and location thereof, quantities used and top of cement, perforated intervals, tubing strings, including
diameters and setting depth, location and type of packers and side door chokes, and such other information as may be pertinent.
b. Plat showing the location of all wells on applicant’s lcase, all offset wells on offset lcases, and the names and addresses
of operators of all leases offsetting applicant’s lease.

Waivers consenting to such multiple completion from each offset operator, or in licu thereof, evidence that said offsct opera-
tors have been furnished copics of the application.*

d. Electrical log of the well or other acceptable log with tops and bottoms of producing zones and intervals of perforation in-
dicated thercon. (If such log is not available at the time application is filed it shall be submitted as provided by Rule 112-A.)

]
L]
[J

5. List all offset operators to the lease on which this well is located together with their correct mailing address.

oogd g

Exhibit "10"
Order No. R-5709-A

'3,
ey

6. Were all operators listed in Item S above notified and furnished a copy of this application? YES _NO__ . If answer is yes, give

date of such notification .

CERTIFICATE: I, the undersigned, state that tamthe . .. of the L . _

(company), and that 1 am authorized by said company to make this repore; and that this ceport was prepared
direction and that the faces stated theeein are true, correct and complete to the best of my knowledge.

under my supervision and

Siynutw e

Should waivers from all offset operators aot accompany an application for administrutive approval, the New Mexica ()il Conservation Division
will hold the application for & period of nwenty (20} days from date of receipt by the (Jivision's Santa Fe affice, lf, ufter said twealy-day

period, no protest nor request for hearing is received by the Santa Fe office, the upplication will then be processed,

le completion’ witl result in an unorthodox well lacation and/or & non-standard procation uoit in ancorimore of

10T Er 1 the proposed multip
fication for approval ol the same should be filed simultancously with this apphication,

the praducing zanes, then separate app



OIL CONSERVATION DIVISION
Form C-108

P. O. HOX 20838 Revised 10-1-78
SANTA FE, NEW MEXICO 87501

* APPLICATION TO DISPOSE OF SALT WATER BY INJECTION INTO A POROUS FORMATION

STATE OF NEW MEXICO
ENERGY ano MINERALS OEPARTMENT

oPL! Q ADORESS
.

LA ‘ME WELL NO. FIELD COUNTY
LOCATION

UNIT LETTER i WELL IS LOCATED FEET FAOM THE LINE AND FEET FROM THE

LINE, SECTION TOWNSRHIP RANGE NMPM,

CASING AND TUBING DATA
NAME OF STRING SIZE SETTING DEPTH SACKS CEMENT TOP OF CEMENT TOP DETERMINED BY
SURFACE CASING
INTERMEDIATE
LONG STRING
TUBING NAME, MODEL AND DEPTH OF TUBING PACKER
NAME OF PROPOSED INJECTION FORMATION TOP OF FORMATION BOTTOM OF FORMATION
IS INJECTION THROUGH TLBING, CASING, OR ANNULUS? PERFORATIONS OR OPEN HOLEP PROPOSED INTERVAL(S) OF INJECTION
1S THIS A NEW WELL DRILLED FOR 1F ARSWER (S NO, FOR WHAT PURPOSE WAS WELL ORIGINALLY DRILLED? HAS WELL EVER BEEN PERFOPATED IN ANY
DISPOSAL? IONE OTHER THAN THE PROPOSED INJEC-
TICN LONE?

LIST ALL SUCH PERFORATED INTERVALS AND SACKS OF CEMENY USED TO SEAL OFF OR SQUEEZE EACH

DEPTH OF BOTYOM OF DEEFEST DEPTH OF BOTTOM OF NEXT HIGHER DEPTH OF TOP OF HEXT LOWER
FRESH WATER ZONE IN THIS AREA OiL OR GAS ZONE IN THIS AREA OlL OR GAS ZONK IN THIS AREA
ANTICIPATED DAILY T MINIMGM T MAXIMUM - OPEN OR CLOSED YYPE SYSTEM 1S INJECTION TO BE BY GRAVITY OR APPROX. PRESSURE (PS1}
INJECTION VOLUME ! 1 PRESSURE?
{88LS.) {
)
1 ¢
ANSWER YLS OR NO WHETHER THE FOLLOWING WATERS ARE MIN- T WATLR TO BE DISPOSED GF NATURAL WATER [N DISPQO- ARE WATER ANALYSES ATTACHED?
ERALIZED YO SUCH A DEGREE AS TO Bt UNFIT FOR DOMESTIC, 1 ! SAL ZONE
SYOCH, IRRIGATION, OR OTHER GENERAL USE — ] |
¢

1
NAME AND ADDRESS OF SURFACE OWNER (OR LESSEE, IF STATE OR FEDERAL LAND)

LISY RAMLS AND ADORESSES OF ALL OPERATORS WITHIN ONC-HALF ({) MILE OF TH!S INJECTION WELL

—
MAYE COPITLS OF THIS APPLICATION GLEN | SURFACK OWNER Teacw oreraton WITHIN ONE<HALY MILE
SENY YO EACH OF THE FOLLOWING? 1 | OF Tnuis wELlk
1 '
e 4 4 o
AME Thl FOUUGHING PTEAES ATTACHE S TO | PLAT OF AREA TececrmicaL tog ODIAGRAMMAYIC SKETEH OF wWELL
THIS APPLICATIOUN \BEE MuLe Po -t ‘ 1

t ]
1 i

pro=— —

I hereby certify thut the information sbove s true and complete 1o the best of my knowledge and belief.

{Sicnature) (Title)” f!)fff").___—

AOTE: Should watvers from the surjace vuner and wll operatirs within one-half mile of the proposed injection well not oceompony this upplication, the New
Meaweo (W Conservotion Dieision uwill hold the application for a period of 15 days fram the date of receipe by the Divisioa's Santa Fe office, If
at the end of the 15 eduy waiting pertod no progest has been recewed by the Sonta Fe office, the application will be processed, If a protest i3 received,
the application will be set for hearing, if the applicant so reqguests, SEE RULE 70,

Exhibit "11"
Order No. R-5709-A



STATE OF HEW MEXIC OIL CONSERVATION DIVISION
ENECRGY ann MINCRALS [ PARTMENT PoO.nox zong
SANTA FE, NEW MEXICO 87501

Form C-109
Revised 10-1-70

APPLICATION FOR DISCOVERY ALLOWABLE AND CREATION OF A NEW POOL

NOTE: This form is to be filed and ottachments mode in occordonce with the provisions of Rule 509,
tf discovery is cloimed for more than one rone, seporate farms must be (iled for each.

“Tperator Address
[T iae Tome Hell to, County
[Well Tocation
Unit [Letter ; Feet from The Line and Feel
From the l.ine of Section , Townshlp , Runge . , NMPM
Cugrestod Trocl Hamas (List in order of preference)
1. 2, 3.
tHame of Produring Formation Perlorations Date of Filing Form C~]04
s ALty of iscovery' Previously Fiied [ Yes, Give Date of Filing Date Well was Spudded Date Compl. Ready to Ftod.
- This Wal! in this Pool?

' tal Depth Flugged Back Depth Depth Casing Shoe

Tubtng Depth

Elevation (Gr., DF, RKB, RT, etc.)

Uil Well Potential (Test to be taken only after all load oil has been recovered)

Bbls, Oll Per Day Based On Bbls In Hours; Bbla Water Per Day Based On Bbla
Gas-01l Method Of Chk.
In Houts; Gas Production During Test: MCF; Ratlo: Producing: Size

tal or vertical separation):

NEAREST PRODUCTION TQ THIS DISCOVERY (Includes past and present oil or gas producing areas and zoﬁes whether this discovery is based on horizon:

Pool Name Name of Froducing Formattion Top of Pay

Bottom of Pay Currently Producing?

Neareat Well In this Pool

Horlzontal Distance and Direction from Subject Discovery Well to the Venlical Distance from Subject Discovery Zone to Praoducing Interval this
Poo

NEAREST COMPARABLE PRODUCTION (Includes past and present oil or gas production from this pay or formation only):

Pool Name Top of Pay

Bottom of Pay Currently Producing?

Hortzontal Distance and Direction from Subject Discovery Well to the Nearest Well in this Comparable Pool

Requested for Subject Discovery Well?

Is ""County Deep'’ Discovery Allowable [If Yes, Glve Name, L.ocation, and Depth of Next Deepest Ofl Production in this County

Multiple Completion? |Requested for other Zone(s)?

is the Subject Vell Is Discovery Allowable If Yes, Name all Such Formations

LIST ALL OPERATORS OWNING LEASES WITHIN ONE MILE OF THIS WELL (Artach additional sheet if necessary)

NAME

ADORESS

Attach ev.dence that allof the ahove operators hove been fumished a copy of thiz opplication. Any of s0id operators who intends 1o object o the designation
of the subject well o3 o discovery well, eligible to receive a discovery allowable, must notify the oppropriate District Office and the Sante Fe Office of the
Division of such intent in writing within ten doys after receiving a copy of this application,

Exhibit "12"
Remarks: Order No. R-5709-A

CERTIFICATION
Division have beesn complied with, with respect to the asubject well, and

1 hereby certify that all rules and ragulations of the New Mexico Ol Conasrvation

that It is my oplnton that a hone (ide Jiscovery of @ hitherto unknown caommon source of oil suppl

haa hoen made in sald well. | further certify that the dis-

covery slluwmble for the subiect well, M suthorized, wild b.Jrrudurnd frum the subject zone in this well only. Further, that the intormation givan herein and

ottavhed horeto in true pnd complele (0 the beat of my knowledge snd Lellef.




OIL CONSERVATION DIVISION

P, O. BOX 2088

STATE OF NEW MEXICO SANTA FE, NEW MEXICO 87501

ENERGY anD MINERALS DEPARTMENT
GAS PURCHASERS MONTHLY REPOR

T

Forn C-111
Revised 10-1.78
Sheet |

[Ope~~ior and Addrens

Plant

Month

REPORT ALL VOLUMES OF GAS IN MCF AT 15.025

PSIA AND GO°F

N

S IONT — Vulumc of.@fxg’_r_:rlken

VOLUME ~ MCF

 Towl C"m Fro rom Onl Wclls (Dctail on Sheet 2)

Total Gas F f‘rnm Gas We!ls (Detail on Sheet 2)

Total Gas From Other Sources (Dctail on Sheet 2)

TOTAL TAKES

|

Gasoline or Other Extraction Plant Only:

-

Deduct Volume That By-Passed Plant and Was Not Processed

TOTAL PLANT INPUT

-

. . i TEM
SECTION 1l — Disposition

UNPROCESSED GAS

- VOLUME MCF

ITEM

PLANT RESIDUE
VOLUME MCF

l.case Use Detail Below

Gas Drilling Qperation

Gas Lift

Fuel System

Returned to Lease For Fuel

Returned to Earth

R {0 oo oD

Sold or Other Disposition

513 =~

Plant Fuel

Yented

Shrinkage

Totals

GRAND TOTAL _ALL DISPOSITION

how each individual disposition of items above.}

SECTION NI — Detail of Disposition ;A ttach additional shects if necessary)

ITEM NAME AND ADDRESS OF PURCHASER OR USER

USED FOR

VOLUME — MCF

S FION IV — Plant Production, Receipts, Deliveries, and Stock in Barrels of 42

U.S. Gallons.

RECEIPTS PRODUCTION

PRODUCT OPENING STOCK

DCLIVERIES

CLOSING STOCK

o~

.enuate

Gasoline

“Butane

Propane

Kerosene

“Mther
TOTAL

Remarks:

Exhibit "13"

Ordcr No., R-5709-A

Tiﬂp )

Date

Signature



STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

GAS PURCHASERS MONTHLY REPORT

form C-111
Revised 10-1-78
Sheet 2

ACQUISTTION
(Transfer Total Take To Sheet No. 1)

{eport of Date
DETAIL OF TAKE (Total Each Pool)
WELL KIND OF
PRODUCER LEASE u.L.| s
NO. T R WELL VOLUME

Exhibit "13-A"

= Order No. R-5709-A ~“— "=




STATE OF NEW MEXICO OIL CONSERVATION DIVISION
ENERGY ano MINERALS DEPARTMENT P.O. BOX 2088

SANTA FE, NEW MEXICO 87501
TRANSPORTER'’S AND STORER'S MONTHLY REPORT

Form C-112
Revised 10-1-78

Month of

r ol Adddrens

BARRELS
Total Stock Beginning of Moath
RECEIPTS BY POOLS; BY LEASES — TOTAL EACH POOL (Allach additional sheels if necessary)
POOL COUNTY NAME OF PRODUCESF: NAME OF LEASE BARRELS
TOTAL
RI CEIPTS FROM OTHER SOURCES (Attach additional sheets if necessary)
RECEIVED FROM PLACE OF RECEIPTY BARRELS
) TOTAL
TOTAL RECEIPTS
STOCK -~ FIRST OF PERIOD, PLUS RECEIPTS
DELIVERIES (Attach additional sheets if pecessary)
TO WHOM PLACE OF DELIVERY BARRELS
Exhibit "14"
Order No. R-5709-A
- P e e e >—‘IOTAL—' e
TOTAL STOCK - END OF MONTH
Shottage o o i e ~
Overage
TOTAL DELIVERIES AND STOCK -~ Plus Shortage of Minus ()\'t‘mg(‘
1 hereby certifly that the Infurmation abuve {s trwe und complete to the best of my knowledge and belief,
(Signuture) : (taley” 7T T (hate) -




STATE OF NIT'W MIXICH

OIL CONSERVATION DIVISION

PO, BOX

2088

Form C-113

Revised 10-1-78

ENERGY anp MINCRALS DEPARTMENT SANTA FE, NCW MEXICO 87501 $de )
INSTRUCTIONS: This form ta be completed in
accordance with the current “Instructions for the REFINER'S MONTHLY REPORT
Completion  of  Commission Form  C-113, Month of
Refiner's Monthly Report.”
Report_ of Address
1. Refinery stocks, receipts, inputs, production and shipments (Report in barrels of 4 pallons, 60”7 APD
Stocks Still runs, Loss and
beginning Receipts re-runs Production | Deliveries fuel use Stocks
ltem Description of during & during ‘during for month end of
month month blends month month [Specufy } month
L.or U.
A B C D k F G
1  “-ude oil {incl. lease condensate)
a) Domestic...........ooivvnann B _
b) Foreign ...........civiiiinann. :
2 xducts of natural gas processing plants:
a) Propane .. ........... ... .0,
{b) Isobutane ................ ...,
(c) Normalbutane .................
(d) Otherbutanes ..................
(e) Butane-propane mixtures ...,.....
(f) Natural gasoline and isopentane .,
{g) Plantcondensate ................ _
3. Other hydrocarbons and hydrogen
consumed as raw materials . ............
4. Unfinishedoils ......................
5. Gasoline
(a) Motor .......... i,
(b) Aviation . .....................
6. Special naphthas (solvents) ............
7. Jet fuel
(a) Naphtha-type ..................
(b} Kerosine-type ..................
8. Kerosine {includingrangeoil} ..........
9. Distillate fuel 0it ....................
10. Residualfueloil . ....................
11. Lubricating oils
(a) Brightstock ...................
(b) Neutral ............ ...,
{c) Other ...........c.cvvvinn. .
12. Asphalt . ... ... . e
13. Wax
(a) Microcrystalline ................
(b} Crystalline-fully refined ..........
{c) Crystalline-other ................
14, Petroleum coke
(a) Marketable ....................
(b) Catalyst ......... ... iiviininns
15. Roadoil .. vviii i, e )
16. Still gas
‘a} Petrochemical feedstock use .......
3) Otheruse .. ... ..iiiiiininnnnnns
17. 1ane and/or ethylene—
-rochemical feedstock use . ...... .
18, ypane and/or propylene
(a) Petrochemical feedstock use .......
{(b) Otheruse .............ccccvvt
19. Butane and/or butylene
{a} Petrochemical feedstock use ....... e
{b) Otheruse .. ................... - R e o
20. Butane-propane mixtures
{a) Petrochemical feedstock use .......
(b) Otheruse ....... . N
21, bsobutane {1Cy)
pottocheimcal feedstock use ... vvennns
22. Naphtha-ess than 400 end point— Exhibit "15"
petrochemical feedstock use .. .. e Order No. R=5709-A
23. Other oits over 400" end point— N
petrochemical feedstock use ... .. ...
24. Other funshed products ... ... ... . . e S
26. Overage {column C) or shortage {(column D) I . - . -
26. Total .

DISTRIBUTION — Original to Santa Fe, ong copy to appropwiate district otfica,
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Ol CONSERVATION DIVISION ;
c-
P.O. BOX 2088 ,::""d‘};f‘_n
SANTA FE, NEW MEXICO 87501

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

SEDIMENT OIL DESTRUCTION PERMIT

Operator hereby requests authority

to destroy the following described sediment oil:

Name of lease

Location of lease

Type of sediment oil (Pit oil, tank bottoms, etc.)

Estimated gross volume, barrels

Reason why sediment oil cannot be salvaged:

Operator

By

Title

Date

Approved 19

NEW MEXICO OIL CONSERVATION DIVISION

By

Title

Exhibit "19"
order No. R=5709-A



OIL CONSERVATION DIVISION

F ’q P.O. 80X 2088

SEDIMENT OIL RECOVERY PERMIT

St. of New Mexico
0il Conservation Division

Gentlemen:

We the undersigned hereby request authority to remove the following described sediment oil from the lease for purposes of
reclamation. It is understood that any merchantable oil derived from said sediment oil will be charged against the allowable for
‘wells on the subject lease.

Name of lease

Location of lease

Type of sediment oil (Tank bottoms, Pit oil, etc.)

Estimated gross volume, Barrels

Sediment oil to be transported to: (Name and location of treating plant)

Remarks:

‘s vety truly,

se Operator 0il Transporter
By By
Title Title
Date _ ,- ' Date
Approved ___ 19
NEW MEXICO OIL CONSERVATION DIVISION EXhibit wog"
Order No. R-=5709-A
By

Title




OIL CONSERVATION DIVISION

, # O 80ONX 2088 . -
STATE OF NEW MEXICO SANTA FE, NEW MEXICO 87801 ;::ngal :g-l -78
ENERGY ano MINERALS DEPARTMENT

, Sheet
TREATING PLANT OPERATOR'S MONTHLY REPORT
Re  * of Month of
A 3
{<trnet) {¢ity) {otnte)
: TOTAL STOCKS PIPELINE OIL BEGINNING OF MONTH (Attach additional sheets if necessary)
PLANT NAME LOCATION BARRELS
TOTAL ALL PLANTS
TOTAL PIPELINE OIL RECOVERED (Attach odditional sheets if necessary)
PLANT NAME LOCATION BARRELS
TOTAL ALL PLANTS
DELIVERIES PIPELINE OIL (Attach additionaol sheets if necessary)
FROM TO BARRELS
B TOTAL ALL PLANTS
TOTAL STOCKS PIPELINE OIL END OF MONTH (Attach additionol sheets if nocessary)
PLANT NAME LOCATION BARRELS
Exhibit "21"
Order No. R-5709-A
TOTAL”ALL "’Ll\f;'l_;‘ .:—_‘
theteby certify that this report is true amd complete to the best vl my knowledge wnnd heliel,

NAME OF TREATING PLANT OPERATOR

By Tirle . _. Dote




STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

PIPELINE QUALITY OIL RECOVERED BY TREATING PLANTS

OlL CONSERVATION DIVISION

P, O. BOX 2088

SANTA FE, NEW MEXICO B7501

Form C-118
Revised 10-1-78
Sheet 1-A

IRMIT
IMBER

LEASE OPERATOR

LEASE NAME

GROSS VOLUME
SEDIMENT OIL

NET 88LS5. P.L.
OiL RECOVERED

Exhibit "21-A".
Order No. R-5709-A




STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

P. O, BOX.2088
SANTA FE, NEW MEXICO 87501

Form C-119
Revised 10-1-78

CARBON BLACK PLANT REPORT Month

St - U

it Nume Process
—
Jounty Pield
Date Rated Capacity — MCF Gas Daily Recovery/MCF

SOURCE OF GAS SUPPLY
SULPHUR
PRODUCER OR EXTRACTION PLANT FIELD KIND OF GAS CONTENT MTHLY. VOL. MCF.
GA. PER 100 CU. FT,

1.
2.
3.
4.
5.
TOTAL

Estimated Average B.T.U.

DiSPOSITION OF GAS

1.} Camp Uses

2 I Plant Fuel Other than Carbon Black Manufacture

3.1 Carbon Black Manufacture (include furnace fuel in Furnace I’lants)

1. Other (Detuil)

TOTAL
CARBON BLACK PRODUCTION IN POUNDS

! TYPE GRADE OPEN'G. STOCK | PRODUCTION DELIVERIES CLOS'G. STOCK
!
-

3.

1.

TOTAL

Noter All volumes must be cotrected to a pressure of 15,025 psia and to 6 temperature of 60 °F

I hereby certify that the Inliemation nbove is true and complete to the best of my knowledge and betlel.

FExhibit "22"

{I)nlt']

Order No., R-5709-A

{Signature)

| (Titde)




OlIL CONSERVATION DIVISION
P.O. BOX 2088 Form (-120-A
SANTA FE, NEW MEXICO 87501 Revised 10-1-78

MONTHLY WATER DISPOSAL REPORT

Submit this report in triplicate to the approciate District Office, Oil Conscrvation Division

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

Digg System
Oper Disposa! System
Cou: Month 19
WELL LOCATION DISPOSED CUMULATIVE AVERAGE
LEASE NO WATER DISPOSED INJECTION
M UL S T R BARRELS WATER-BARRELS PRESSURES
Exhibit "23"
Order No. R-5709-A
TOTAL

L heroby certi(y that the ahove |s true and complete to the beat of my knowledge and bollef,

Remorks: Nome

Company

Title ..




OlL CONSERVATION DIVIS|ON

STATE OF NEW MEXICO P. ©.BOX 2008 Form C-121
ENERGY ano MINERALS DEPARTMENT SANTA FE, NEW MEXICO 87501 Revised 10-1-78

CRUDE OIL PURCHASER'S NOMINATION

acting in accordance with the request of the New Mexico 011 Conservation Division that
crude 011 purchase nominations be submitted not later than the 20th day of each odd-
numbered month (January, March, May, July, September, and November), the undersigned
purchaser's daily nomination for the purchase of crude oil for the second and third
succeeding months* is as follows: .

Month Month

1. A11 purchases from producing wells in

Eddy, Lea, Chaves, and Roosevelt Counties BPD BPD
2. A1l purchases from producing wells in

San Juan, McKinley, Rio Arriba, and

Sandoval Counties . . . « « + « « « « & BPD BPD
3. Total nomination for all producing

wells in the state . . . . . . . . . . BPD BPD
4, Additional purchases from other sources

to satisfy demand requirements . . . BPD BPD
5. Total nominations . . . . . « « « « & BPD BPD

I hereby certify that the above information is true and complete to the best of my knowl-
edge and belief.

Signed Position
.ompany Address
Jate

*As an example, nominations submitted by the 20th day of January shall indicate anticipated
daily demand during March and April.

Exhibit "24"
Order No. R-5709-A



STATE OF NEW MEXICO
'ERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

PURCHASER’S GAS NOMINAT IONS

Form C-121-A
Revised 10-1-78

iy

.

Address

In accordance with the Rules and Regulations of the Qil Conservation Division of the State of New Mexico, the above

named company herewith submits its nominations for the purchase of gas from the

Pool for the month(s) shown below:

MONTH

YEAR

PRELIMINARY
NOMINATION, MCF

SUPPLEMENTAL
NOMINATION, MCF

April

May

June

July

August

September

October

November

December

January

February

March

NOTE: All Volumes are to be MCF at 15.025 psia and 6P I,

(Signature)

(Title)

(Dute)

INSTRUCTIONS:

1. When making 12-months preliminary nominations, fill in the appropriate months (n the preliminary column only,

nary nosanativa previously made for that month as well ax the supplemental pomination which vou wish to make,

3. This form must be filed with the Santa Fe office of the

hearing.

Division

Exhibit "25"

Order No.

R-5709-A

Then making a supplemental nominoticn, whether anticipated demand i the same as, or hicher or lower than, the preliminary nomination, fill in the prelimis

by the first dav of the month during which the nominations are to be considered at public



STATE OF NEW MEXICO
ENERGY anp MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

P.O. BOX 2088

SANTA FE, NEW

MEXICO 87501

Form C-122

Revised 10-1-.78

MULTIPOINT AND ONE POINT BACK PRESSURE TEST FOR GAS WELL

Type Tost Tent Date
[ Initial [] Annual (] special
Company Connection
Pool Formation Unit
Completion Date Total Cepth Plug Back TD Elevatton Farm or Lease Name
Csq. Size Wi, K| Set At Perfotationa; well No,
From To
by, Size Wi, d Set At Pertotatione; Untt Sec, Twp. Rye.
From To
Type Well —~ Single — Bradenhead — G.G, or G.O. Multiple Packer Sot At Counly
Froducing Thru Reservoir Temp. *F Mean Annuai Temp. *F | Baro. Press, — Py Siale
-]
L H Gq % CO, % N, % H,S Prover Meler Run Taps
FLOW DATA TUBING DATA CASING DATA Duration
NO Prover x Oriilce Presa. Diff, Temp, Press. Temp, Press, Temp. of
: él‘:: Size pen.l.q. hw *F p.a.1.q. °F p.8.1.q. *F Flow
Sl
1.
2.
3.
q.
S.
RATE OF FLOW CALCULATIONS
Coellicient Pressure Flow Temp, Gravity Super Rate of Flow
\V hoPm Factor Factor Compress.,
NO, {24 Hour) Py Ft Fq Factor, Fpv Q, Mcld
1
2.
3.
4.
S. .
NO. R Temp. °A T 2 Gas Liquld Hydrocarbon Ratlo Mcl/bbl.
A.P.1. Gravity of L.iquid Hydrocarbons Deq.
' Speciiic Gravity Separator Gas XXX XXXXXX
2. Specitic Gravity Flowing Fluid XX XXX
3. Critical Pressure P.S.LLA. P.S.L.A.
4. Critical Temperature R R
5.
Fe pcz p.2 p2 In
Nnol  p: P, R}? pi_pl 1tn < s (2 < =
1 RS - Ry 'E - R o
2 Al N H " "
3 R? n Exhibit "2¢
AoOF=0Q ey B Order No. R-5709-A
4 RE - R,
S
Absolute Opon ilow Mctd # 15,025 | Angle of Slope © S1OPO, N e
Hemarka:

Approved by Divislon

Conducled By

Cajculoted Dy;

Cheched [iy:




"STATE OF NEW MEXICO

ENERGY anp MINERALS DEPARTMENT

|

P. O, BOX 2088
SANTA FE, NEW MEXI€O 87501

INITIAL WELL DELIVERABILITY TEST REPORT

OIL CONSERVATION DIVISION

Form €-122.A
Revised 10-1-73

POOL NAME POOL SLOPE FORMATION COUNTY
n=
COMPANY WELL NAME AND NUMBER
UNIT LETTER SECTION TOWNSHIP RANGE PURCHASING PIPELINE
CASING O.D. —~ INCHES CASING |.D — INCHES SET AT DEPTH ~ FEET TUBING O.D ~— INCHES TUBING |.D. — INCHES TOP — TUBING PERF. - FEETYT
GAS PAY ZONE WELL PRODUCING THRU GAS GRAVITY GRAVITY X LENGTH
FROM TO CASING TUBING
DATE OF FLOW TEST DATE SHUT-IN PRESSURE MEASURED
FROM TC

PRESSURE DATA — ALL PRESSURES IN PSIA

(a) Flowing Casing
Pressure (DWt)

(b) Flowing Tubing|
Pressure (DWt)

(c) Flowing Meter
Pressure (DWt)

(d) Flow Chart
Static Reading

(e} Meter Error
(Item c — Item d)

(f) Friction Loss
(a—~c)or (b—c)

(g) Average Meter
Pressure (Integr.)

(h) Corrected Meter
Pressure (g + )

(i) Avg. Wellhead
Press. P, = (ht§)

(j) Shut-in Csasing
Pressure (DWt)

(k) Shut-in Tubing
Preasure. (DWt)

(1) P, = higher velue
of {j) or (k)

(m) Del. Pressure

%P,

Pd: c

(n) Separator or De-
hydrator Pr. (DWt)
for critical flow only

FLOW RATE CORRECTION (METER ERROR)

Item ¢ Itemc Corrected Volume
Integrated Volume — MCF/D Quotient of
Item d Item d
Q= MCF/D
WORKING PRESSURE CALCULATION
R2=
(1-e~% (F, Q? (1000) (1—e ™) (F, Q°(1000) P P, 2=pl+ r? Py, = \B?
DELIVERABILITY CALCULATION
2 2 n n n
P _
D=0Q [ i dz] = ( )
PSS - P, - - = MCF/D

REMARKS:

SUMMARY

Psie Company
Psia By
MCF/D Title
Psie Witnessed By
Psia Company
MCF/D
Exhibit "27" '

Order No. R-5709-A }
]



OIL CONSERVATION DIVISION

P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

STATE OF NEW MEXICO
ENERGY anp MINERALS DEPARTMENT

WELL DELIVERABILITY TEST REPORT FOR 19

Form C-122-A
Revised 10-1-78

POOL MAME FOOL BLOPEL FORWAATION counyy
R n=
v
COMPANY WELL MAME AND MUMBER
URIT LETTER sLCYiON TYOWNSHIP RARGEL PURCKHASING PIPLLING

TUBINE O .0

-~ {INCHES

INCKES

YOPR — TUBING PERF. —~ FEET

CASING 0.0, ~ IMCHES

CABING I D

INCHES

SLY AY DEPYH -~ FILY

TUBING 1 O -~

CAS PAY lONE

rROM

T0

CABING

WELL PRODUCING THARY

GAS GRAVITY

CRAVITY X LENETH

TUBING

FROM

DATE OF FLOW YIESY

YO

DATE SHUY-IN PREBSURE MEIASURED

PRESSURE DATA — ALL PRESSURES IN PSIA

(a) Flowing Casing
Pressure (DWt)

(b) Flowing Tubing|
Preasure (DWt)

{¢) Flowing Meter
Pressure (DWt)

(d) Flow Chart
Static Reading

{e) Mcter Error
(Item ¢ — Item d)

{f) Friction Loss
(a—c)or(b—c)

(g) Average Mcter
Pressure (Integr.)

(h) Comrected Meter
Pressure (g + @)

(i) Avg. Wellhead
Press. P, = thtD)

(i) Shut-in Casing
Pressure (DWt)

(k) Shut-in Tubing
Pressure (DWt)

(1) P. = higher value
of (J) or (k)

(m) Del. Pressure

Py = VP

(n) Separator or De-
hydrator Pr. (DWt)
for critical flow only

FLOW RATE CORRECTION (METER ERROR)

Item ¢ Itemc Corrected Volume
Integrated Volume — MCF/D Quotient of R,
[tem d Item d
Q= MCF/D
WORKING PRESSURE CALCULATION
Rz =
- - 2
a-e"% (Fc Q)" (1000) (- " (F, Qg (1000) r? pl=pler? P, = NP,
DELIVERABILITY CALCULATION
b=o Pcz'szn- u( )n
Yo'~ Pu = = = MCF/D

REMARKS:

Exhibit "27-A"

Order No. R-5709-A
_E_UM“ARY
Item b Psia Company
P, Pein By
Q .. MCF/D Title ____
P Pain Witneesed By __
Py Paian Company
| ] MCF/D




OlL CONSERVATION DIVISION

- ) P.O. BOX 2088 Form C-122-8
STATE OF N;W MEXICO SANTA FE, NEW MEXICO B7501 Revised 10-1-78
ENERGY ano MINERALS DEPARTMENT

INITIAL POTENTIAL TEST DATA SHEET

Th  orm must be used for reporting all pitot tuhe tests made inthe State. It is particularly important that it be used for reporting

Ini Potential Tests in the San Juan Basin as prescribed by Order No. R-333 and by the New Mexico Oil Conservation Divi -
sic anual of Tables and Procedure for Initial Potential (Pitot Tube) Tests.

Pool Formation

County Date Well Tested

Operator Lease Well No.

Unit Letter Section Township ' Range

Casing O.D. We. Set At Tubing O.D. We. Set At

Pay Zone: From To Gas Gravity: Meas. Est.

Tested Through: Casing Tubing

Test Nipple 1.D. Type of Gauge Used:  Spring D Monometer [j

OBSERVED DATA

Shut-ln Pressure: Cas‘ing Tubing S.1. Period

Time Well Opened Time Well Gauged Impact Pressure

Volume (Table 1) | (a)
Multiplier For Pipe or Casing (Table 1I) (b)
Multiplie.r For Flowing Temperature (Table 111) (c)
Multiplier For Sp. Gravity (Table IV) (d)

Av  aromcter Pressure at Wellhead (Table V)

Mu lier For Barometric Pressure (Table V1) (e)
Ini Potential, MCF/24 Hrs. (ayx (byx () x (d) x (e) =

Witnessed By: Tested Ry

Company: . . Company - -

Title: Title )

Exhibit "28"
Order No. R-5709-A



OIL CONSERVATION DIVISION

P.O. BOX 2088

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

SANTA FE, NEW MEXICO 87501

DELIVERABILITY TEST REPORT

Form C-122-C
Revised 10-1-78

Type Test Tost Date
(] Initial (] Arnnual (] Special
Company Zonnection
Pool Sormation Unit
Completion Total Depth Pluq Back TD Elevation Farm or Lease Name
Csq. Size wi, d Set At Perforations: Well No.
From To
bg. Size Wwt. d Set Al Perlorations; unit Sec. Twp. Hge.
From To
Type Well ~5Single — Brodenheod — G.G. or G.O. Mulllple Packer Set At County
Producing Thru Reservoir Temp. °F Mean Annual Temp. °F | Baro, Press, — Pgq State
e
L H Gq. % CO, % Ny % H,S Prover Meter Run Tapna
FLOW DATA TUBING DATA CASING DATA Duration
Prover Choke . IIIA . . AMp. T . of
NO. Line X  Orifice Press Did T:mp Press. T:mp Press., :mp
Stze Size p.8.1.q. hw F pand.q. F p.8.4.q. F Flow
Si
1.
Coeflicient Pressute Flow Temp, Gravlty Super Rate of Flow
Compress,
NO. ) Factor Factor p
(24-Hour) wom Pm Ft Fq Factor Fpv Q: Mctd
1.
NO. Py Temp. R T, z Gas Liquid Hydrocarbon Ratio Mct/bbl,
A.P.1, Gravity of Liquid Hydrocarbons Degq.
Speciilc Gravity Separator Gas 9.9.9.9.9.9.9.0.9,9.
Pq Specific Gravity Flowing Fluld __XXXXX
sz Crltical Pressure [ Y RN-R p.e.l.a,
Pc Pc2 Critical Temperature R R
Pt P2
NO. Py Pl PcL p,? Py Pu? Pc? = Py ? Ps P2 P2 —p,?
'l -y pe
= = Log =
Pcz--P,,2 Pcz“'P"
= -l b -l
- -~ n - -
Pc? - py? Pl - pg?
c 4 - n Log c d -
Pel-p,? | Pe? ~ Py ?
s - by -l
I 2 2 "
P.c—P
Deliv. = Q < d
__Pcz - P2 Commission
Doliv, Mcld Company ‘
n
Others
{Gource ol n)
P " 1]
Exhibit "29

Order No., R—5709-A
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OIL CONSERVATION DIVISION

STATE OF NEW MEXICO P.©.BOX 2088 Revised 10-1-78
ENERGY a0 MINERALS DEPARTMENT SANTA FE, NEW MEXICO B7501 evised ool

REQUEST FOR THE EXTENSION OF AN EXISTING POOL

OR

THE CREATION OF A NEW POOL

TO: The Oil Conservation Division Date . et , 19,
State of New Mexico

Tt eeeeee ettt eearen e terteeseaase sevesseeareintereaetasseansen st e senasannessesten annse ssen e ates et emnesa s Seteesenen e ee stemrescesbea eaea sbeaarentes et see e s cresesersaeeanceeseaneee
Name of Operator Nanme of Lease
............................ Located. ..o f€EL 1O € it ccecea e es e e € AN fECE
Well No.
from the. ... BIDE Of oo eeeee e e cieise ceeeresaete s e eacaneeamantraaeasaetteneas  abesetssssssemesessestensesssenssmrantaieeies
Section Township Range

is outside the boundaries of any pool producing from the same formation. On the basis of the information submitted here-
with on form C-105, we herchy request that the.. ittt e ettt s s sen s st p b e s s b ea s

pool be extended to include the following described Area.. .ot

L T e AR LT LTI EEL LR

........................................................................................................................................................

Representative

Exhibit "34"
Order No. R=5709-A
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OIL CONSERVATION DIVISION

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

PERMIT TO TRANSPORT RECOVERED LOAD OIL

c( RED LOAD OIL

P. 0. BOX 2088
SANTA FE, NEW MEXICO 87501

form C-126
Revised 10-1-78

NOTE

REQUIRED ONLY WHEN LOAD OIL WAS
OBTAINED FROM A SOURCK OTHER

THAN LTASC ON WHICH USED.

N ADDRESS
CASE . AME WEL. NO. AoOL COUNTY
ocAaT{on TRANSPORTER

BBLS. LOAD OIL RECOVERED

SOURCE OF LOAD OtL

PURCHASED OIL

BARRELS PURCHASED

DATE PURCHASED

PURCHASED FROM

ADORESS

BARRELS PURCHASED

DATE PURCHASED

PURACHASED FROM

ADORESS

OlL. TRANSFERRED FROM ANOTHER LEASE OR POOL

BARRELS TRANSFERRALD POQOL FROM WHICH TRANSFERRED

LEASE FROM WHICH TRANSFERRED

OATE OF LETTER OF NOTIFICATION OF TRANSFER I COMPULIANCE WITH RULE 1104(8)

BARMELS TRANSFLARED POOL FAOM WHICH TRANSFERRED

LEASE FPAOM WHICH TRANSFERRED

DAYK OF LETTER OF NOTIFICATION OF TRAKSFER {N COMPLIANCE WITH RULE 11046}

DARRELS TAANSFERRED POOL FROM WHICH TRANSFERRED

LEASL FROM WHICH YRANSPERRED

DATL OF LETTEN OF NOTIFICATION OF TRANSFLA IN COMPL.LIANCE WITH RULE t10Q4l68)

BARRELS TRANBFLANED POOL FROM WRICH THANSFERRED

LEASE FROM WHICH TRANIFIRRED

AYU &7 LEYYEN GF NOYIFIGATION OF TRANSFER (N COMPLIANCE witn rule T104(8)

APPROVED: NEW MEXICO OlL CONSERVATION DIVISION

(Signature)

{Date)
Exhibit "“37"
order No. R-5709-A

(Tuale)

I hereby certify thut the information above is true und com-
plete to the hest of my knowledge and belief. ‘




OIL CONSERVATION DIVISION

P.O. BOX 2088

STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

SANTA FE, NEW MEXICO 87501

REQUEST FOR ALLOWABL E CHANGES

Form C-127
Revfsed 10-1-78

¢ copy of Form (-127 shall be filed with the appropriate District Office of the Qil Conservation Divisioa not later than the

h of the month preceding the month for which allowable changes arc requested. This form shall include only the wells for which
owable changes are desired.

The following allowable changes for the month of

are hereby requested by

Date

19

QOperutor

Address

No well can be assigned an allowable greater than the amount of oil produced on the latest G.O.R. test. For wells on which top

allowable is desired, enter a **T’? in the Allowable Requested Column.

POOL

LEASE

WELL
NO,

UNIT S T R

ALLOWABLE
REQUESTED

REMARKS

te is Jurther requested that all other wells operated by this producer be assigned the allowables that they are currently receiviog.

with the exception that top allowable wells and wells affected by excessive gas -oil ratios be given the benefit of any increase in

nurial unit allowable,

Representing

Exhibit
Order No.

i eater

" 38"
R-5709-A

Signed o

Title



OIL CONSERVATION DIVISION

STATE OF NEW MEXICO P. 0. BOX 2088 Fore 2178
FMERGY ano MINERALS DEPARTMENT SANTA FE, NEW MEXICO 87501

APPLICATION FOR EXCEPTION TO NO-FLARE RULE 306

NFO Permit No.

(For Division Use Only)

A. Applicant, .
whose address is .
hereby requests an exception to Rule 306 for ‘ days or until

, 19 , for the following described tank battery {or LACT):

Name of Lease Name of Pool
Location of Battery: Unit Letter Section __TJownship_____ _Range____
Number of wells producing into battery
B. Based upon oil production of : barrels per day, the estimated *  volume
" of gas to be flared is MCF; Valueb per day.
C. Name and location of the nearest gas gathering facility:
D. Distance Estimated cost of connection _

E. This exception is requested for the following reasons:

F. | hereby certify that the rutes and requiations of the Oil
Conservation Divislen have boen complied with and
that the information qiven above 1s true snd compiste to
the best of my kinowladgs and bouet,

Approved Until

NEW MEXICO OlLL. CONSERVATION DIVISION

P By
{Signature}
o e Titke Exhibit "39" .
' order No. R-5709-A
. Date __. e -
{Date)

*Gas Oil ratio test may be requited to verify estimated gas volume,




ENERGY ano MINERALS DEPARTMENT

OILL. CONSERVATION DIVISION
PO BOX 2088
SANTA FE, NEW MEXICO 87501

STATE OF NEW MEXICO

Form C-130
Revised 10-1-78

NOTICE OF GAS WELL DISCONNECTION

OPEHRATOR

ADDRESS

DESCRIPTION OF WELL AND LEASE

LEASE NAME WELL NO. POOL NAME, INCLUGING FORMATION
LOCATION

Unit Letter feet from the lineand ____ feet from the line.

Scetion _____, Township . Range . NMPM, County, New Mexico.

NAME OF TRANSPORTER PRIOR TO DISCONNECTION

OATE OF DISCONNECTION

IV. REASON(S)FOR DISCONNECTION {CHECK PROPER BOX)

[} Piug and Abandon
[] Temporary Abandonment

(] Other (Please Explain)

L_J] Reconnection to Intrastate Pipeline

{__] Reconnection to Interstate Pipeline *

* NOTICE — Under the terms of the Natural Gas Pricing Act, Faws 1977, Chapter 73, no producer shall abandon any portion of i facilities for

production and sale of natural pas tor consumption in New Mexico without fiest obtaining the permission and approval of the New

Mexico Public Seevice Comnnmsaon, except for wells plugged and abandoned pursuant 1o the rules and regulinons of the Oil
1 R R

Conservation Division.

Phereby corfy that the adormanion aboveas troe and complete to the best of vy know ledue and behe

Dustnibution Nams
Two copes 1o OC D8anta Fe Titie
Vie Cog oy o QD Ol e
Exhibit
Order No.

”40"
R=-5709~A

Date

fmgnature)




OIL CONSERVATION DIVISION form C-131

STATE OF NEW MEXICO GANT "; o. :0’& 1088 Revised 10-1-78
ENERGY a0 MINLRALS DCPARTMENT o AFE,NCW MEXICO 67501

MONTHLY GAS STORAGE REPORT

1€ 2.518] . TADONES TS
NAME OF STORAGE PROJECT: COUNTY REPORT MONTH
' . LOCATION INJECTION WiTH-
W AME AN MBER Smessseses=- inSahaintteieieeanlade ettt .- " DRAWAL
ELL NAME AND NUMBE UNITT SEC. WP, RANGE (MCF) (10r)
]
\
Exhibit "41"
Order No. R-=%5709-A
(
' TOTALS
. CALCULATED PLSLRVOIR
TOTAL CAPACITY {MMCF) PRESSURE @ E4D OF BONTH
BEGIKYLING STORAGE (w(f) t heretiy certify that this tepart is true and complets 10 the bset of my knowledge and bLellef,
KET CHANGE (MICF) Oy

ENDING STORACL (H4CF) Titte .  Date




STATE
OF
NEW MEXICO

ENERGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

RULES AND REGULATIONS

GEOTHERMAL RESOURCES

Exhibit "B"
Order No. R-5709-A



STATE OF NEW MEXICO

ENERGY anp MINERALS DEPARTMENT

NICK FRANKLIN

JERRY APODACA
SECRETARY

GOVERNOR

OIL CONSERVATION COMMISSION

LAND COMMISSIONER STATE PETROLEUM ENGINEER

PHIL R. LUCERO, CHAIRMAN JOE D. RAMEY, MEMBER AND
DIRECTOR, OIL CONSERVATION
DIVISION

STATE GEOLOGIST
EMERY C. ARNOLD, MEMBER

OIL CONSERVATION DIVISION

MAIN OFFICE AND GEOTHERMAL SECTION OFFICE
STATE LAND OFFICE BLDG,, OLD SANTA FE TRAIL, SANTA FE

MAILING ADDRESS: P, 0. BOX 2088, SANTA FE, NEW MEXICO 87501
TELEPHONES:
DIRECTOR: (505) 827-3260 ENGINEERING: (505) 827-2533
ADMINISTRATION: (505) 827-2434  LEGAL: (505) 827-2741
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
GEOTHERMAL RESOURCES SECTION

RULES AND REGULATIONS

* % % %

TABLE OF CONTENTS
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Records and Reports D
Abandonment, Temporary Abandonment and Plugging of Wells . E
Ratable Table F
Injectlon and Disposal Wells G
Blowout Prevention i H
Rules on Procedure 1

Geothermal Resources Conservation Act and Related Statutes J



A. DEFINITIONS

COMMISSION shall mean the 0Oil Conservation Commission.

CONDENSATE shall mean the liquid recovered from the condensation of gases or steam produced from a geothermal
reservoir,

CORRELATIVE RIGHTS shall mean the opportunity afforded, insofar as is practicable to do so, the owner of

each property in a geothermal reservoir to produce his just and equitable share of the geothermal resources
within such reservoir, being an amount, so far as can be practicably determined, and so far as can be
practicably obtained without waste, substantially in the proportion that the quantity of recoverable geothermal
resources under such property bears to the total recoverable geothermal resources in the reservoir, and

for such purpose to use his just and equitable share of the natural heat or energy in the reservoir.

DESIGNATED AGENT shall mean that person designated by the owner or operator of any geothermal resources well
to be his agent in all matters concerning the keeping of records within the state.

DEVELOPMENT WELL shall mean a well drilled within the established limits of a designated geothermal field or
within one mile thereof, for the commercial production of geothermal resources.

DISPOSAL WELL shall mean a well drilled or converted for the purpose of disposing of fluids Into a formation
other than a geothermal reservoir.

DIVISION shall mean the 0il Conservation Division of the New Mexico Energy and Minerals Department.

DRILLING OPERATIONS shall mean the actual drilling, redrilling, completion, or recompletion of a well for
geothermal production or injection, including the running and cementing of casing, the performance of
such operations as logging and perforating, and the installation of wellhead equipment.

EXPLORATORY WELL shall mean a well drilled for the discovery or evaluation of geothermal resources one mile
or more beyond the established limits of a designated geothermal field.

GEOTHERMAL SECTION shall mean that section of the 0il Conservation Division charged with the authority and
duty of regulating the drilling, development, and production of geothermal resources, and with conserving
and preventing waste of geothermal resources within this state pursuant to the provisions of the Geothermal
Resources Conservation Act.

GEOTHERMAL FIELD shall mean an area defined by the Division which contains a well, or wells, capable of
commercial geothermal production. "“Geothermal Field" includes "Low-Temperature Thermal Field."

GEOTHERMAL OBSERVATION WELL shall mean a well drilled solely for temperature observation purposes, and
which shall not be completed as a geothermal producing well or as an injection well,

GEOTHERMAL RESERVOIR shall mean any common source of geothermal resources, whether the fluids produced from
the reservoir are native to the reservoir, or flow into or are injected into said reservoir.

GEOTHERMAL RESQURCES shall mean the natural heat of the earth, or the energy, in whatever form, below the
surface of the earth present in, resulting from, created by, or which may be extracted from, this natural
heat, and all minerals in solution or other products obtained from naturally heated fluids, brines, associ-
ated gases, and steam, in whatever form, found below the surface of the earth, but excluding oil,
hydrocarbon gas and other hydrocarbon substances.

GEOTHERMAL RESOURCES AREA shall mean the same general surface area which is underlain, or appears to be
underlain, by one or more formations containing geothermal resources,

GEOTHERMAL RESOURCES WELL (See WELL)
GEOTHERMAL WATERS shall mean the water of brine produced from a geothermal reservoir.

INJECTION shall mean the placing of fluids in an underground stratum through a wellbore, whether by pressure
at the surface or by gravity flow, and whether for disposal or other purpose.

INJECTION WELL shall mean a well drilled or converted for the purpose of injecting fluids into a geothermal
reservoilr.

LOG or WELL LOG shall mean a systematic detailed and correct recorded description of the lithologic sequence
encountered while drilling a geothermal well.

LOW-TEMPERATURE THERMAL FIELD shall mean an area defined by the Commission which contains a well, or wells,
capable of production of low-temperature thermal waters.

A-1



LOW-TEMPERATURE THERMAL WATER shall mean naturally heated water the temperature of which is less than boiling
at the altitude of occurreunce, which has value by virtue of the heat contained therein, and 1s found below
the surface of the earth, or in warm springs on the surface.

LOW~TEMPERATURE THERMAL WELL shall mean a well drilled to produce low-temperature thermal water for the purpose
of extracting heat for agricultural, commercial, industrial, municipal, or domestic uses.

MULTIPLE COMPLETION shall mean the completion of a well in such a manner as to produce from more than one
geothermal reservoir,

OPERATOR shall mean any person drilling, maintaining, operating, producing, or in control of any well, and
shall include 'Owner" when any well is operated or has been operated or is about to be operated by or under
the direction of the owner.

OWNER shall mean the person who has the right to drill into and to produce from any geothermal resources
area, and to appropriate the geothermal resources thereof for himself or for himself and another.

PERSON shall mean any individual, firm, association, or corporaticn or any other group or combination acting'
as a unit,

POTENTIAL shall mean the properly determined ability of a well to produce geothermal resources under
conditions prescribed by the Division.

TEMPORARY ABANDONMENT shall mean a state or period of suspended operations during which essentially continuous
drilling, production, injection, storage, or work—over procedures have not taken place. Such period shall
be 60 days for drilling wells and six months for all other classes or wells.

UNORTHODOX WELL LOCATION shall mean a location which does not conform to the well location requirements
established by the Geothermal Rules and Regulations of the Division.

WASTE shall mean any physical waste including, but not limited to, underground waste resulting from the
inefficient, excessive or improper use or dissipation of reservoir heat or energy or resulting from the
location, spacing, drilling, equipping, operation or production of a geothermal resources well in such a
manner as to reduce or tend to reduce the ultimate economic recovery of the geothermal resources within

a reservoir, and surface waste resulting from the inefficient production, gathering, tramsportation ,
storage, or utilization of geothermal resources, and the handling of geothermal resources in such a manner
that causes or tends to cause the unnecessary or excessive loss or destruction of geothermal resources
obtained or released from a geothermal reservoir.

WELL shall mean any exploratory well, development well, injection well, disposal well, geothermal observ-—
ation well, or low-temperature thermal well, as defined herein.

-t



B. MISCELLANEOUS RULES

RULE 1. SCOPE OF RULES AND REGULATIONS

(a) The following Geothermal Rules and Regulations are of statewlde application and have been adopted
by the 0il Conservation Division of the New Mexico Energy and Minerals Department to conserve the natural
geothermal resources of the State of New Mexico, to prevent waste, and to protect the correlative rights
of all owners of geothermal resources. Special rules, regulations, and orders may be adopted from time to
time when required for a particular geothermal resources area, and shall prevail over the Geothermal Rules
and Regulations if in conflict therewith. However, when these Ceothermal Rules and Regulations do not
conflict with special rules hereafter adopted, these Geothermal Rules and Regulations will apply.

(b) The Division may grant exceptions to these rules and regulations after notice and hearing, when
the granting of such exceptions will not result in waste but will protect correlative rights or prevent waste.

RULE 2 ENFORCEMENT OF LAWS, RULES, AND REGULATIONS DEALING WITH CONSERVATION OF GEOTHERMAL RESOURCES

The Division, its agents, representatives, and employees are charged with the duty and obligation of
enforcing all statutes, rules, and regulations of the State of New Mexico relating to the conservation of
geothermal resources. However, it shall be the responsibility of all geothermal resource owners or operators
to obtain information pertaining to the regulation of geothermal resources before operations have begun.
Minor deviations from the requirements of these rules as to field practices may be permitted by the Division
or its duly authorized representatives where such can be safely done without waste, and burdensome delay or
expense to the operator avoided.

RULE 3  WASTE PROHIBITED

(a) The production or handling of geothermal resources of any type or in any form, or the handling
of products thereof, in such a manner or under such conditions or in such an amount as to constitute or
result in waste is hereby prohibited.

(b) All owners, operators, contractors, drillers, transporters, servicc companies, pipe pulling
and salvage contractors, and other persons shall at all times conduct their operations in the drilling,
equipping, operating, producing, and plugging and abandoning of geothermal resource wells in a manner that
will prevent waste of geothermal resources, and shall not wastefully utilize geothermal resourcs, or allow
leakage of such resources from a geothermal reservoir, or from wells, tanks, containers, or pipe, or other
storage, condult, or operating equipment.

RULE 4, PROTECTION OF LIFE, HEALTH, AND THE ENVIRONMENT

All geothermal operations, exploratory, drilling,and producing, shall be conducted in a manner that will
afford maximum recasonable protection to human life and health and to the environment.

RULE 5, OTHER DEPARTMENTS AND AGENCIES .

Nothing in these rules shall be construed to supersede the authority which any state department or
agency has with respect to the management, protection and utilization of the state lands and resources under
its jurisdiction,

RULE 6, UNITED STATES GOVERNMENT LEASES °
It 1s recognized by the Division that all persons conducting geothermal operations on United States

Government land shall comply with the United States government regulations. Such persons shall also comply
with all applicable State rules and regulations which are not in conflict therewith.

RULE 7. UNITIZED AREAS

After notice and hearing, the Division may grant approval for the combining of two or more contiguous
leases into a unitized area for purposes of exploration for and production of geothermal resources.

RULE 8, CLASSIFYING AND DEFINING POOLS
The Division will determine whether a particular well or field is a high-temperature geothermal well
or field or a low-temperature thermal well or field, as the case may be, and will, from time to time, classify

and reclassify wells and name pools accordingly, and will determine the limits of any field so designated
and from time to time redetermine such limits.

B-1



RULE 9. FORMS UPON REQUEST
Forms for written notices, requests, and reports required by the Division will be furnished upon request.
RULE 10. AUTHORITY TO COOPERATE WITH OTHER AGENCIES

The Division may from time to time enter into arrangements with State and Federal governmental agencies,
industrial committees, and other persons, with respect to special projects, services, and studies relating
to conservation of geothermal resources.



C. DRILLING AND PRODUCTION

RULE 100, DESIGNATION OF AGENT

Any person who had drilled or is drilling or proposes to drill any geothermal well shall file a
"Designation of Agent" (on a form approved by the Division) with the Division. The designated agent shall
be a resident of this state and shall be the repository for all well records of wells drilled by the owner
or operator for whom he is agent (See Rule 200 B). All changes of address of the agent shall be immediately
reported to the Division in writing. Upon termination of any agent's authority, a new Designation of Agent
shall be filed with the Division within ten days.

RULE 101, PLUGGING BOND

(a) Any person who has drilled or is drilling or proposes to drill any geothermal resources well shall
post with the Division, and obtain approval thereof, a bond, in a form approved by the Division, conditioned
to plug such well, if non-productive or when abandoned, in such a way as to confine all fluids in their
native strata, Each such bond shall be executed by a responsible surety company authorized to transact
business in the State of New Mexico and shall describe, or by subsequent rider describe, the name and
exact location of the well, or wells, cavered by the bond. The bond shall be in the amount prescribed below:

(1) One-well geothermal exploratory, development, injection, or disposal well bond: $5,000.
(2) One-well low-temperature thermal well or geothermal observation well bond: $2,000.

(3) Multiple-well geothermal exploratory, development, injection, or disposal well bond:
$10,000, (Not more than five such wells may be drilled under such bond. A $5,000 one-well bond shall be
posted for each additional well drilled or an additional $10,000 bond must be posted for each additional
five wells or portion thereof drilled.)

(4) Multiple-well low-temperature thermal well or geothermal observation well bond: $10,000.
(Not more than ten such wells may be drilled under such bond. A $2,000 one-well bond shall be posted for each
. additional well drilled or an additional $10,000 bond must be posted for each additional ten wells or portion
thereof drilled,)

(b) For the purposes of the Division, the bond required is a plugging bond, not a drilling bond,
and shall endure until the well has been plugged and abandoned, and such plugging and abandonment approved
by the Division. Transfer of the well or property does not release the bond. In case of transfer and the
principal desires to be released from the bond, he shall proceed as follows:

(1) The principal on the bond shall notify the Division in writing that the well, or wells,
covered by the bond are being or have been transferred to a certain transferee. The notice shall name the
wells and shall give their exact location.

(2) On the same instrument the transferee shall recite that he accepts such transfer and
accepts the responsibility for such well, or wells, under his bond which shall be tendered therewith.

(3) When the Division has approved the transfer, the transferor is immediately released of
the plugging responsibility of the well, or-wells, and if such well, or wells, constitute all of the wells
covered by the bond, such bond will be released by written notice from the Division to the principal and
to the surety company.

(¢) The Division Director 1s vested with power to act for the Division in all matters relating to
this rule,

RULE 102, DRILLING PERMIT

(a} Prior to the commencement of operations, the owner or operator of any proposed well to be
drilled for geothermal exploration, production, or observation, or for injection or disposal purposes, shall
file Division Form G-101, Application for Permit to Drill, Deepen, or Plug Back-Geothermal Resources Well,
and obtain approval thereof from the Division., Form G-101 shall be accompanied by Form G-102,

Geothermal Resources Well Location and Acreage Dedication Plat.

(b) No permit shall be approved for the drilling of any well within the corporate limits of any
city, town, or village of this state unless notice of intention to drill such well has been given to
the duly constituted governing body of such city, town, or village or its duly authorized agent. Evidence
of such notification shall accompany the application for a permit to drill (Form G-101).

RULE 103. . SIGN ON WELLS

(a) Each well shall bo identified by a sign, posted on the drilling rig or not more than 20 feet
from the well. Such sign shall be of durable construction and the lettering thereon kept in legible



condition. lettering shall be such that under normal counditions it shall be legible at a distance of 50 feet.
Each sign shall show the name of the owmer or operator of the well, the name of the lease, the number of

the well, and the location of the well by quarter-quarter section, township, and range. Each lease shall
have a different and distinctive name, and the wells thereon shall be numbered in non-repetitive, logical
sequence,

RULE 104. WELL SPACING
A. CLASSTFICATION OF WELLS

Any well, other than a geothermal observation well or a low-temperature thermal well, which is drilled
a distance of one mile or more outside the boundary of any defined geothermal field and a distance of one
mile or more beyond any well which is within one mile of such field, shall be classified as an exploratory
well, and as such shall be spaced, drilled, operated, and produced in accordance with these Geothermal Rules
and Regulations,

Any well, other than a geothermal observation well or a low-temperature thermal well, which is not
an exploratory well as defined above shall be classified as a development well, unless such well is being
drilled for injection or disposal purposes, in which case it will be appropriately classified.

Any well classified as a development well or injection or disposal well within a given geothermal
field shall be drilled, operated, and produced in accordance with these Geothermal Rules and Regulations
unless special rules in conflict therewith have been promulgated for such field, said special rules then
being applicable.

B. ACREAGE AND WELL LOCATION REQUIREMENTS

(1) Exploration Wells

A well classified as an exploratory well shall be located on a designated drilling tract
comprising at least 40 surface acres (being a quarter-quarter section of the U.S. Public Land Surveys, or
a projection thereof if on unsurveyed land), and shall be located at least 330 feet from the outer boundary
of the quarter-quarter section, at least 660 feet from the nearest such other well drilling to or capable
of producing from or injection into the same formation to which it is projected, and at least 100
feet from any public road, street, or highway dedicated prior to commencement of drilling.

(2) Development Wells

A well classified as a development well shall be located on a designated drilling tract
comprising at least 10 surface acres (being a quarter-quarter—quarter section of the U.S. Public Land Surveys
or a projection thereof if on unsurveyed land), and shall be located at least 165 feet from the outer
boundary of the quarter-quarter—quarter section, at least 330 feet from the nearest well drilling to or
capable of production from or injection into the same geothermal reservoir to which it is projected, and at
least 100 feet from any public road, street, or highway dedicated prior to commencement of drilling.

(3) Injection Wells

Injection wells drilled for the purpose of injecting into a geothermal reservoir shall be
located at least 330 feet from the outer boundary of the lease or drilling parcel and at least 100 feet
from any public road, street, or highway dedicated prior to commencement of drilling.

(4) Disposal Wells
There shall be no restriction as to the placement of geothermal disposal wells.

(5) Geothermal Observation Wells and Low-Temperature Thermal Wells

There shall be no restriction as to the placement of geothermal observation wells or low-
temperature thermal wells.

C. NON~STANDARD LOCATIONS

(1) The Division Director shall have the authority to grant an exception to the well location require-
ments of Rules B (1), (2), and (3) above without notice and hearing when such application is based upon
topographical or geologic or engineering considerations.

(2) Applications for such administrative approval shall be filed in duplicate and shall be accompanied
by a plat showing the ownership of surrounding lands (within a 990-foot radius of the proposed location
if application is for exception to Rule 104 B (1) Exploration Wells; within a 495-foot radius of the pro-
posed location if application is for exception to Rule 104 B (2) Development Wells; within a 990-foot radius
of the proposed location if application is for exception to Rule 104 B (3) Injection Wells) and all drilling
or completed wells thereon. If the proposed non-standard location 1is based upon topography, the plat shall
also show the existent topographical conditions. If it is based upon geologic or engineering considerations,



the application shall be accompanied by a geologlc or engineering analysis, cxplaining the necessity for the
non-standard location.

(3) A copy of the application and accompanying plats and documents shall also be sent to the other
owners, if any there be, within the above prescribed radil of the proposed non-standard location and the
application shall state that such required copies have been so furnished, The Division Director may approve the
non-standard location upon receipt of waivers from the above other owners or if no such other owner has entered
an objectlon to the non-standard location within 20 days after receipt of the application by the Division. If such
objection is recelved, the matter will be set for hearing if the applicant so desires. 1If the Director is not
convinced of the necessity or desirability of such exception, he may require supplemental information to justify
the exception, or set the matter for hearing if the applicant so desires.

D. OFFSETTING ACTION

Whenever an exception to the well location requirements is granted, the Division after hearing may
take such action as may be necessary to offset any advantage the person securing the exception may gain
over other owners within the same geothermal reservoir.

E. SPECIAL ACREAGE AND WELL LOCATION REQUIRFMENTIS

In order to prevent waste and protect correlative rights, the Division may, after notice and hearing,
adopt different well location requirements and greater or lesser acreage dedication requirements than those
contained in Rules 104 B (1), (2), and (3) above for a particular geothermal reservoir and may adopt special
well location and acreage dedication requirmements for a particular low-temperature thermal field.

RULE 105. ROTARY DRILLING AND CABLE TOOL DRILLING

Rotary drilling equipment, adequately equipped to contain underground pressures and prevent or control
blowouts shall be used for the drilling of all geothermal resources wells except geothermal observation wells,
low~temperature thermal wells and disposal wells, none of which will penetrate any high pressure zone or
formation, in which case cable tools may be used.

RULE 106. DRILLING MUD AND MUD PITS

(2) In order to assure an adequate supply of drilling fluid to confine all natural fluids to their
respective native strata and to prevent blowouts, each operator shall, prior to commencing drilling operations,
provide a pit of adequate size to hold such drilling fluid and to receive drill cuttings, and such pit shall
be so0 constructed and maintained to prevent contaminants from overflowing on the surface of the ground and/or
entering any water course,

(b) The temperature of the return mud shall be monitored continuously during the drilling of the
surface casing hole, Either a continuous temperature recording device shall be installed and maintained
in good working condition, or the temperature shall be measured manually and recorded at least one time each
hour,

RULE 107. SEALING OFF STRATA

(a) During the drilling of any well, all fresh water strata and salt water strata overlying the
geothermal resources strata shall be sealed or separated to prevent the migration of fluids from one
stratum to the other.

(b) All waters of present or probable future value for domestic, commercial, agricultural or stock
purposes shall be confined to their respective strata and shall be adequately protected by methods approved
by the Division. Special precautions by methods satisfactory to the Division shall be taken to guard against
loss of artesian water from the strata in which it occurs, and to prevent the contamination of such artesian
water strata by any objectionable geothermal fluids. Sealing off of strata, and migration prevention shall
ordinarily be accomplished by cementing casing.

RULE 108, CASING AND CEMENTING REQUIREMENTS

A. All wells drilled for the production of geothermal resources, including low~temperature thermal
wells, and all specialty wells, including injection and disposal wells, shall be cased and cemented in such
a manner as to protect surface waters, if any, useable ground waters, geothermal resources, and life, health,
and property. GCeothermal observation wells shall be drilled, completed, and plugged in such a manner as
to protect surface waters, if any, and useable ground waters.

B. All casing strings reaching the surface shall provide adequate anchorage for blowout prevention
equipment, hole pressure control, and protection for all natural resources. Although specifications for
casing programs shall be determined on a well-to-well basis, the following general casing requirements should
be used as guidelines in submitting Form G-101, Application for Permit to Drill, Deepen, or Plug Back~
Geothermal Resources Well.
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(1) Conductor Pipe. A minimun of 90 feet and a maximum of 200 feet. In specilal cases the
Division may allow conductor pipe to be run and cemented at deeper depths. Annular space is to be cemented
solid to the surface. An annular blowout-preventer or equivalent approved by the Division shall be installed
on conductor pipe on exploratory wells and on development wells when deemed necessary by the Division. Note:
For low-temperature thermal wells the conductor pipe requirement may be reduced or-waived by the Division.

he above conductor pipe requirements are not meant to be applicable to the single or double
joint of large diameter pipe often run to keep mud out of the cellar.

(2) Surface Casing. Except in the case of low-temperature thermal wells, the surface casing hole
shall be logged with an electrical or radiocactivity log, or equivalent, before running casing. Note: This
requirement may vary from area to area, depending upon the amount of subsurface data available, and may
be waived under certain conditions. Requests for exceptions to the logging requirement should be noted on
Form G-101 when applying for a drilling permit.

Surface casing shall provide for control of formation fluids, for protection of useable ground
water, and for adequate anchorage for blowout-prevention equipment. All surface casing shall be, if possible,
cemented solid to the surface.

(a) Length of Surface Casing.

(1) In areas where subsurface geological conditions are variable ot unknown, surface casing
in general shall be set at a depth equalling or exceeding 10 percent of the proposed total depth of the
well, A minimum of 200 feet and a maximum of 1,500 feet of surface casing shall be set.

(2) In areas of known high formation pressure, surface casing shall be set at a depth
determined by the Division after a careful study of geological conditions. The Division will make such a
determination within 30 days, Drilling shall not commence until such determination has been made.

(3) Within the confines of designated geothermal fields, the depth at which surface casing
shall be set shall be determined by the Division on the basis of known field conditions. Requirements (a) (1)
and (a) (2) above may be waived for low-temperature thermal wells.

(b) Cementing Point for Surface Casing.

(1) In areas where subsurface geological conditions are variable or unknown, surface
casing shall be set in accordance with (a) (1) above and through a sufficient series of low permeability,
competent lithologic units (such as claystone or siltstone) to ensure a solid anchor for blowout-prevention
equipment and to protect useable ground water and surface water from contamination. A second string of
surface casing may be required if the first string has not been cemented through a sufficient series of low
permeability, competent lithologic units and either a rapidly increasing thermal gradient or rapidly increasing
formation pressures are encountered.

(2) In areas of known high formatlon pressure, surface casing shall be set in accordance
with (a)(2) above and through a sufficlent series of low permeability, competent lithologic units (such as
claystone, siltstone, or basalt) to ensure a solid anchor for blowout-prevention equipment and to protect
ugeable ground water and surface water from contamination. A second string of surface casing may be
required, before drilling into the known high pressure zone is permitted, if the first string of surface
casing has not been cemented through a sufficient series of low-permeability, competent lithologic units.

(3) Within the confines of designated geothermal fields, cementing point shall be
determined by the Division on the basis of known field conditions. Requirements (b)(l) and (b)(2) above
may be walved for low-temperature thermal wells.

(c) Return Mud Temperatures

(1) Return mud temperatures shall be entered into the log book after each joint of pipe
has been drilled down. See Rule 106(b).

(d) Blowout-Prevention Equipment (BOPE). BOPE capable of shutting in the well during any
operation shall be installed on the surface casing and maintained ready for use at all time (see Section H).

(3) Intermediate Casing. Intermediate casing shall be required for protection against anomalous
pressure zones, caveins, washouts, abnormal temperature zones, uncontrollable lost circulation zones or other
drilling hazards., Intermediate casing strings shall be, if possible, cemented solid to the surface. This
requirement (to circulate cement) may be waived if the production casing will be cemented to the surface.

(4) Production Casing. Production casing may be set above or through the producing or injection
zone and cemented above the objective zones, Sufficient cement shall be used to exclude overlying formation
fluids from the zone, to segregate zones, and to prevent movement of fluids behind the casing into zones that
contain useable ground water., Production casing shall either be cemented solid to the surface or lapped into
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intermediate casing, 1f run. If the production casing 1s lapped into an intermediate string, the casing overlap
shall be at least 50 feet, the lap shall be cemented solid, and it shall be pressure tested to ensure its
integrity.

In order to reduce casing corrosion, production casing used to produce corrosive brine reservoirs
shall be of the same nominal inside diameter from the shoe of the casing to the ground surface.

(5) Casing and Cement Tests, All casing strings shall be tested after cementing and before
commencing any other operations on the well, Form G~103 shall be filed for each casing string reporting the
grade and weight of pipe used, In the case of combination strings utilizing pipe of varied grades or
welghtg, the footage of each grade and weight used shall be reported. The results of the casing test,
including actual pressure held on the pipe and the pressure drop observed, shall also be reported on the
Form G~103, See Rule 203C(4).

(a} Casing strings in wells drilled with rotary tools shall be pressure~tested. Minimum casing
test pressure shall be approximately one-third of the manufacturer's rated internal yield pressure
except that the test pressure shall not be less than 600 pounds per square inch and need not be greater than
1500 pounds per square inch. In cases where combination strings are involved, the above test pressures shall
apply to the lowest pressure~rated casing used, Test pressures shall be applied for a period of 30 minutes. If
a drop of more than ten percent of the test pressure should occur, the casing or cement job shall be considered
defective and corrective measures shall be taken before commencing any further operations on the well.

(b) Casing strings in wells drilled with cable tools may be tested as outlined in Rule 5{a) above,
or by batling the well dry, in which case the well must remain satisfactorily dry for a period of at least
one hour before commencing any further operations on the well.

(6) Defective Casing or Cementing. If the cementing of any casing appears to be defective, or
if the casing in any well appears to be defective or corroded or parted, or if there appears to be any
underground leakage for whatever other reason, which may cause or permit underground waste, the operator shall
proceed with diligence to use the appropriate method or methods to eliminate such hazard. If such hazard
of waste cannot be eliminated, the well shall be plugged and abandoned in accordance with a Division approved
plugging program.

(7) Logging. All wells, except geothermal observation wells and low-temperature thermal wells,
shall be logged with an electrical or radioactivity log, or equivalent, from total depth to the surface
casing shoe. This requirement may be waived by the Division depending upon geological or engineering conditions.

RULE 109, DEVIATION TESTS AND DIRECTIONAL DRILLING

Any well which 1s deepened or drilled with rotary tools shall be tested at reasonably frequent intervals
to determine the deviation from the vertical. Such tests shall be made at least each 500 feet or at the
first bit change succeeding 500 feet., A tabulation of all deviation tests, sworn to and notarized, shall
be filed with Form G-105, Geothermal Resources Well Log. When the deviation averages more than five degrees
in any 500-foot interval, the Division Director may require that a directional survey be run to establish the
location of the producing interval(s).

The Division Director, at the request of an offset operator, may require any operator to make a
directional survey of any well. Said directional suxvey and all associated costs shall be at the expense
of the requesting party and shall be secured in advance by a $5,000.00 indemnity bond posted with and
approved by the Division. The requesting party may designate the well survey company, and said survey
shall be witnessed by a representative of the Division,

No well shall be intentionally deviated except toward the vertical without prior permission from the
Division. Permission to deviate a well other than toward the vertical shall be obtained on Division Form G-
103 with copies of said Form G-103 being furnished to all other operators owning leases offsetting the drilling
tract, 1f any there be. Upon request of the Division Director any well which was intentionally deviated
shall be directionally surveyed, The Divison may at its option witness such survey and the Santa Fe Office®
shall be notified of the date and hour all directional surveys are to be conducted. All directional surveys
run on any well which was intentionally deviated in any manner for any reason must be filed with the Division
upon completion of the well, Form G-104, Certificate of Compliance and Authorization to Produce Geothermal
Resources, will not be approved until the operator has submitted an affidavit that all such directional surveys
have been filed.

RULE 110, SHOOTING AND CHEMICAL TREATMENT OF WELLS

1f injury results to the producing formation, casing, or casing seat from shooting or treating a well,
the operator thereof shall proceed with diligence to use the appropriate method and means for rectifying such
damage, If shooting or chemical treating results in irreparable injury to the well, the Division may require
the operator to properly plug and abandon the well.



RULE 111, RIGHT OF ENTRY

The Division or its duly authorized representatives shall have the right of entry onto any geothermal
resources lease for the purpose of inspecting wells and equipment, and for the purpose of determining whether
compliance with or violation of these rules 1is occurring.,

RULE 112, NOISE ABATEMEKRT

Adequate noise abatement equipment shall be installed and maintained in good condition to reduce noise
to a level approved by the Division or its representative on any drilling or producing geothermal resources
well located within 1500 feet of a habitation, school, or church.

.

RULE 113. SAFETY REGULATIONS

The well site around any drilling or producing well shall be kept clear of any rubbish or debris or
fuel which may constitute a fire hazard. In any area where there is any likelihood of encountering unexpected
hydrocarbons, the drilling mud and cuttings shall be stored in a pit a safe distance from the drilling rig.
All waste shall be burned or disposed of in such a manner as to avoid creating a fire hazard.

RULE 114. WELL HEADS AND PRODUCTION EQUIPMENT

Well heads and all fittings appurtenant thereto shall be installed and maintained in good condition so
that all necessary pressure tests may be readily made on flowing wells. The well head and related parts and
fittings shall have a test pressure equivalent to at least 150 percent of the calculated or known pressure in
the reservoir from which production is obtained or expected.

Valves shall be installed and maintained in good order to permit pressures to be obtained on the pro~
duction casing and the annulus between the casing strings.

Flow lines shall be of adequate pressure rating and capacity and shall be sufficiently equipped with
expansion bends to prevent leakage or rupture.

All separators, pumps, mufflers, manifolds, flowlines, and other equipment used for the production of
geothermal resources shall be of adequate pressure rating and capacity and shall be maintained in good
condition in order to prevent loss of or damage to human life and health or to property or natural resources.

RULE 115, CORROSION

All well head equipment, surface production equipment, flowlines and pipelines, and subsurface casing
and tubing shall be subject to periodic surveillance to prevent leakage or rupture and to safeguard human
life and health and property and natural resources,

RULE 116. . DISPOSAL OF PRODUCED WATERS

The disposal of highly mineralized waters produged from geothermal resources wells shall be in such a
manner as to not constitute a hazard to surface waters or underground supplies of useable water.

RULE 117, NOTIFICATION OF FIRE, BREAKS, LEAKS, SPILLS, AND BLOWOUTS

The Division shall be notified of any fire, break, leak, spill, or blowout occurring at any geothermal
drilling producing, transporting, treating, disposal,.or utilization facility in the State of New Mexico by
the person operating or controlling such facility,

"Pacility", for the purpose of this rule, shall include any peothermal drilling, producing, injection,
or disposal well; any pipeline through which geothermal resources or the waste products thereof are
gathered or transported; any tank or other storage unit into which geothermal products, waters, or wastes
are produced, received, or stored; any treating plant in which geothermal resources are treated or processed;
any electrical generating plant in which geothermal resources are utilized; and any drilling pit, slush pit,
or storage pit or pond associated with geothermal drilling, producing, treating, or utilization processes
in which hydrocarbons or hydrocarbon waste or residue, salt water, strong caustics or acids, or other
deleterious chemicals or harmful substances are present.

Notification to the Division of such fire, break, leak, spill, or blowout shall be in accordance with
the provisions set forth below:

(1) Well Blowouts, Notification of well blowouts and/or fires shall be "immediate notification"
described below,

(2) "Major" Breaks, Spills or Leaks, Notification of breaks, spills, or leaks of wellheads, pipe-
lines, or tanks, or drilling pits, slush pits, or storage pits or ponds, the result of which 50 barrels or
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more of liquids containing hydrocarbons or hydrocarbon wastes, salt water,strong caustics or strong acilds,

or other deleterious substances reach a water course or enter & stream or lake, or in which noxious gases
escape or any quantity of fluids are lost which may with reasonable probability endanger human health or result
in substantial damage to property, shall be "immediate notification'" described below.

(3) "Minor" Breaks, Spills, or Leaks. Notification of breaks, spills, or leaks of wellheads,
pipelines, or tanks, or drilling pits, slush pits, or storage pits or ponds, the result of which 25 barrels
or more but less than 50 barrels of liquids containing hydrocarbons or hydrocarbon wastes, salt water, strong
caustics or strong acids, or other deleterious substances are lost or in which noxious gases escape, but in
which there is no danger of human health nor of substantial damage to property shall be "subsequent notice'
described below,

(4) Fires. Notification of fires at geothermal installations in which there is reasonable pro-
bability of danger to human health or substantial damage to adjoining properties or substantial loss of
geothermal resources shall be "immediate notice" described below. Notification of fires of lesser magnitude
but of $500.00 or more of property damage or $500.00 or more geothermal resources loss shall be "subsequent
notice" described below.

IMMEDIATE NOTIFICATION - "Immediate Notification' shall be as soon as possible after discovery and shall
be in person or by telephonec to the Santa Fe Office of the nearest district office of the Division if the
incident occurs during business hours. If the incident occurs after business hours, notification shall be in
accordance with the latest Division memorandum on the subject. A complete written report of the incident shall
be submitted to the Santa Fe office of the Division within ten days after discovery of the incident.

SUBSEQUENT NOTIFICATION - "“Subsequent Notification' shall be a complete written report of the incident
and shall be submitted to the Santa Fe office of the Division within ten days after discovery of the incident.

CONTENT OF NOTIFICATION - All reports of fires, breaks, spills, leaks, or blowouts, whether verbal or
written, shall identify the location of the incident by quarter-quarter, section, township, and range, and by
distance and direction from the nearest town or prominent landmark so that the exact site of the incident can
be readily located on the ground. The report shall specify the nature and quantity of the loss and also the
general conditions prevailing in the area, including precipitation, temperature, and soil conditioms. The
report shall also detail the measures that have been taken and are being taken to remedy the situation reported.

VATERCOURSE, for the purpose of this rule, is defined as any lake~bed or gully, draw, stream bed, wash,
arroyo, or natural or man-made channel through which water flows or has flowed.

RULE 118. MEASUREMENT OF PRODUCTION

All production from a completed geothermal resources well shall be accounted for by continuous metering
or by other method approved by the Division. .

RULE 119. UTILIZATION OF GEOTHERMAI RESOURCES
After the completion of a geothermal resources well, all production from said well shall be put to

beneficial use., No production shall be permitted unless beneficial use is made thereof except for authorized
periods of testing, in which case proper disposition of produced liquids shall be made.



D. RECORDS AND REPORTS

RULE 200. GENERAL

A, Books and Records

All producers, transporters, purchasers, or utilizers of geothermal resources within the State of
New Mexico shall make and keep appropriate books and records fcr a period of not less than five years, covering
their operations in this state, from which they may be able to substantiate the reports required by these rules.

B. Well Records

The owner or operator of any geothermal resources well shall keep, or cause to be kept, a careful
and accurate well log and history of the drilling of any such well, including the lithologic characteristics
and depth of formations encountered, and the depths, pressures, and temperatures of water-bearing and steam~
bearing strata. These data, as well as such other tests, surveys, and logs which may be taken on the well
including the temperatures, chemical compositions, and physical characteristics of fluids encountered in the
well, deviation, directional, and temperature surveys, logs, including electrical logs, physical logs, and
core logs, and tests, including potential tests, shall be placed in the custody of the Designated Agent
(See Rule 100) of the owner or operator of the well and shall remain in such custody within the State of New
Mexico until all required forms and attachments pertaining to the well have been filed with the Division. These
data shall be subject to inspection, during normal business hours, by the Division or its representatives,
and by the State Engineer or his representatives.

C. Where to File Reports

All forms and reports required by these rules shall be filed with the New Mexico 0il Conservation
Division, Geothermal Section, Post Office Box 2088, Santa Fe, New Mexico 87501.

D. Additional Data

These rules shall not be construed to limit or restrict the authority of the Division to require
the furnishing of such additional reports, data, or other information relative to the production, transport-
ation, or utllization of geothermal resources in the State of New Mexico as may appear to be necessary or
desirable, either generally or specifically, for the prevention of waste and the conservation of natural
resources of the State of New Mexico.

RULE 201, APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK~GEOTHERMAL RESOURCES WELL (FORM G~101)

Before commencement of drilling or deepening operations of any geothermal resources well, or before
plugging a well back to another zone, the operator of the well shall obtain a permit to do so. To obtain
such a permit the operator shall submit to the Division FOUR copies of Form G-101, Application for Permit to
Drill, Deepen, or Plug Back-Geothermal Resources Well, completely filled in. If the operator has an approved -
bond in accordance with Rule 101 and has filed s:tisfactory "Designation of Agent" (Rule 100), and the pro-
posed well meets the spacin~ and well location rujuirements (Rule 104), one copy of the Drilling Permit will
be returned to him on which will be noted the Division's approval, with any modification deemed advisable. If
the proposal camnnot be approved for any reason, the Forms G-101 will be returned with the cause for rejection
stated thereon, )

Each copy of Form G-101 must be accompanied by one copy of Form G-102, Geothermal Resources Well Location
and Acreage Dedication Plat. (See Rule 202,)

If the well is to be drilled on state land, FIVE copies of Forms G-101 and G-102 shall be submitted,
the extra copy being for the State Land Office.

RULE 202, GEOTHERMAL RESOURCES WELL LOCATION AND ACREAGE DEDICATION PLAT. (FORM G-102)

Form G-102 is a dual purpose form used to show the exact location of the well and the acreage dedicated
thereto. The form is also used to show the ownership and status of each lease contained within the dedicated
acreage, When there 1s more than one working interest or royalty owner on a given lease, designation of the
majority owner et al, will be sufficient.

All information required on Form G-~102 shall be filled in and certified by the operator of the well
except the well location on the plat. This 1s to be plotted from the outer boundaries of the section and
certified by a registered professional engineer and/or land surveyor, registered in the State of New Mexico,
or a surveyor approved by the Division.

Form G-102 shall be submitted in QUADRUPLICATE or QUINTUPLICATE as provided in Rule 201.



Amended Form G-102 (in QUADRUPLICATE or QUINTUPLICATE) shall be filed in the event there is a change in
any of the information previously submitted. The well location neod not be certified when flling amended
Form G-102. '

RULE 203, SUNDRY NOTICES AND REPORTS ON GEOTHERMAL RESOURCES WELL (FORM G-103)

Form G-103 1is a dual purpose form to be filed with the Santa Fe office of the Division to obtainm approval
prior to commencing certain operations and also to report various completed operations,

A, Form G-103 as a Notice of Intention

Form G-103 shall be flled in DUPLICATE by the operator and approval obtained from the Division prior
to:

(1) Effecting a change of plans from those previously approved on Form G-101 or Form G-103,

(2) Altering a drilling well's casing program or pulling casing or otherwise altering an existing
well's casing installation.

(3) Temporarily abandoning a well, (See Rule 303 B.)
(4) Plugging and abandoning a well. (See Rules 302 and 303 A.)

(5) Performing remedial work on a well which, when completed, will affect the original status of
the well, (This shall include making new perforations in existing wells or squeezing old
perforations in existing wells, but is not applicable to new wells in the process of being
completed not to old wells being deepened or plugged back to another zone when such recom-
pletion has been authorized by an approved Form G-101, Application for Permit to Drill, Deepen,
or Plug Back, nor to acidizing, fracturing, or cleaning out previously completed wells.)

In the case of well plugging operations, the Notice of Intention shall include a detailed statement of
the proposed work, including plans for shooting and pulling casing, plans for mudding, including weight of
mud, plans for cementing, including number of sacks of cement and depths of plugs, and the time and date
of the proposed plugging operations. (See Rules 302 and 303 A.)

B, Form G~103 as a Subsequent Report

Form G-103 as a subsequent report of operatlons shall be filed in accordance with the section of
this rule applicable to the particular operation being reported.

Form G-103 is to be used in reporting such completed operations as:
(i) Commencement of drilling operations

(2~ Casing and cement test

(3) Altering a well's casing installation

(4) Temporary abandonment

(5} Plugging and Abandonment

(6) Plugging back or deepening

(7) Remedial work

(8) Change in ownership of a drilling well

(9) Such other operations which affect the original status of the well but which are not specifically
covered herein.

C. Filing Form G~103 as a Subsequent Report

Information to be entered on Form G-103, Subsequent Report, for a particular operation is as follows:
(1) Report of Commencement of Drilling Operations
Within ten days following the commencement of drilling operations, the operator of the well

shall file a report thereof on Form G~103 in DUPLICATE. Such report shall indicate the hour and the date
the well was spudded,



(2) Report of Results of Test of Casing and Cement Job; Report of Casing Alteration

A report of casing and cement test shall be filed by the operator of the well within ten days
following the setting of each string of casing or liner. Said report shall be filed in DUPLICATE on Form
G-103 and shall present a detailed description of the test method employed and the results obtained by such
test, and any other pertinent information required by Rule 108 B(5). The report shall also indicate the top
of the cement and the means by which such top was determined. It shall also indicate any changes from the
casing program previously authorized for the well.

(3) Report of Temporary Abandonment

A report of temporary abandonment of a well shall be filed by the operator of the well within
ten days following completion of the work, The report shall be filed in DUPLICATE and shall present a detailed
account of the work done on the well, including location and type of plugs used, if any, type and status of
surface and downhole equipment, and other pertinent information relative to the overall status of the well.

(4) Report on Plugging of Well

A report of plugging operations shall be filed by the operator of the well within 30 days
following completion of plugging operations on any well. Said report shall be filed in TRIPLICATE on Form
G-103 and shall include the date the plugging operations were begun and the date the work was completed, a
detailed account of the manner in which the work was performed including the depths and lengths of the various
plugs set, the nature and quantities of materials employed in the plugging operations including the weight
of the mud used, the size and depth of all casing left in the hole, and any other pertinent information.

(See Rules 301-303 regarding plugging operations.)

No plugging report will be approved by the Division until all forms and reports on the well
have been filed and the pits have been filled and the location levelled and cleared of junk. It shall be
the responsibility of the operator to contact the Santa Fe office of the Division when the location has been
so restorcd in order to arrange for an inspection of the plugged well and the location by a Division
representative,

(5) Report of Remedial Work

A report of remedial work performed on a producing well or former producing well shall be filed
by the operator of the well within 30 days following completion of such work. Said report shall be filed
in DUPLICATE on Form G-103 and shall present a detailed account of the work done and the manner in which such
work was performend; the daily production from the well both prior to and after the remedial operation;
the size and depth of shots; the quantity of sand, acid, chemical or other materials employed in the operationm,
and any other pertinent information. Among the types of remedial work to be reported on Form G-103 are the
following:

(a) Report on shooting, fluid fracturing, or chemical treatment of a previously completed well

(b) Report on squeeze job

(c)} Report on setting of liner or packer

(d) Report of any other remedial operations which are not specifically covered herein

(e) Report on Deepening or Plugging Back

(6) Report of Change in Ownership of a Drilling Well
A report of change of ownership shall be filed by the new owner of any drilling well within ten days

following actual transfer of ownership. Sald report shall be filed in TRIPLICATE on Form G-103 and shall
include the name and address of both the new owner and the previous owner, the effective date of the change
of ownership, and any other pertinent .information. No change in the ownership of a drilling well will be
approved by the Division unless the new owner has an approved bond in accordance with Rule 101 and has filed
satisfactory "Designation of Agent" (Rule 100). The former owner of the well, to obtain release of his

bond, shall follow the procedures set forth in Rule 101(b). (Form G~104 shall be used to report transfer
of ownership of a completed well; see Rule 204.)

(7) oOther Reports on Wells
Reports on any other operations which affect the coriginal status of the well which are not

gpecifically covered herein shall be submitted to the Division on Form G-103, in TRIPLICATE, by the
operator of the well within ten days following the completion of such operation.



RULE 204, CERTIFICATE OF COMPLIANCE AND AUTHORIZATION TO PRODUCE GEOTHERMAL RESOURCES (FORM G-104)

Prior to placing any geothermal resources well on production, injection, or disposal, the owner or
operator of said well shall file (in QUINTUPLICATE) with the Division and receive approval thereof Form
G-104, Certificate of Compliance and Authorization to Produce Geothermal Resources, outlining thereon the
information required and certifying that all Division® Rules and Regulations pertaining to the well have been
complied with, Production of or injection into any well in violation of this rule shall result in the well
being shut in by the Division subject to the penalties provided by law for violation of the Division's
Ryles, Orders, and Regulations, (In addition to Form G-104 being approved, additional approval for injection
or disposal must be obtained pursuant to Rules 501-505.) Form G~104 must be accompanied by three copies
of Form G-105, Geothermal Resources Well Log outlining the data required and with the attachments required
by Rule 205 A, three copies of Form G~106, Geothermal®Resources Well Summary Report (See Rule 206) completely
filled in and three copies of Form G-107, Geothermal Resources Well History (See Rule 207) completely filled
in.

Form G-104 shall also be filed in QUINTUPLICATE when there 1s a change in purchaser from a well or when
there is a change of ownership of a producing well, injection well, or disposal well, No change of ownership
will be approved by the Division unless the new owner has an approved bond in accordance with Rule 101 and
has filed satisfactory "Designation of Agent" (Rule 100). The former owner of the well, to obtain release
of his bond, shall follow the procedures set forth in Rule 101(b) (Form G-103 shall be used to report change
of ownership of a drilling well; see Rule 203 C(6).)

After approval of Form G-104, distribution of Forms G-104, G-105, G-106, and G-107 shall be made by the
Division as follows:

(1) one approved copy of Form G-104 shall be returned to the operator;

(2) one approved copy of Form G-104 shall be forwarded to the purchaser from the well (except, of
course, in the case of a disposal or injection well);

(3) one approved copy of Form G-104 and one copy of each of Forms G-105, G-106, and G~107 shall
be forwarded to the New Mexico Bureau of Mines:

(4) one approved copy of Form G-104 and one copy each of Forms G-105, G-106, and G-107 shall be
forwvarded to the United States Geological Survey; and

(5) one approved copy of Form G-104 and one copy each of Forms G-105, G-106, and G~107 shall be
retained by the Division.

RULE 205, GEOTHERIAL RESOURCES WELL LOG (FORM G-105)

A. For Producing, Injection, or Disposal Wells

Form G-105, Geothermal Resources Well Log, shall be filed in TRIPLICATE with the Form G-104 when it is
desired to put any geothermal resources well on production or injection or disposal. It shall be accompanied
by copies of such logs, surveys, and tests which may have been conducted on the well, including electric
logs, deviation and directional surveys, physical or chemical logs, water analyses, tests, including potertial
tests, and temperature surveys. Failure to include these data and materials with the Form G-105 will result in
withholding approval of the Form G-104, Certificate of Compliance and Authorization to Produce Geothermal
Resources, Distribution of Form G-105 for producing, injectiom, or disposal wells shall be one copy to the
New Mexico Bureau of Mines, one copy to the United States Geological Survey, and one copy retained by the
Division.

B. For Inactive or Temporarily Abandoned Wells

Form G-105, Geothermal Resources Well Log, with the attachments described in Rule 205 A, shall be
filed in TRIPLICATE for every geothermal resources well not on active producing or injection or disposal
status within six months after cessation of active drilling operations on the well unless a permit for
temporary abandonment shall have been approved for the well in accordance with Rule 303 B. 1In no event, even
in the case of prolonged temporary abandonment approved by the Division, shall the filing of Form G-105 with
required attachments be delayed for more than five years after cessation of active drilling operations.
Distribution of Form G-105 for inactive or temporarily abandoned wells shall be one copy to the New Mexico
Bureau of Mines, one copy to the United States Geological Survey, and one copy retained by the Division.

C. For Plugged and Abandoned Wells

Form G-105, Geothermal Resources Well Log, together with all the attachments required by Rule 205 A
above, shall be filed in TRIPLICATE for plugged and abandoned wells within six months after abandonment.
Distribution of Form G~105 for abandoned wells shall be one copy to the New Mexico Bureau of Mines, one
copy, to the United States Geological Survey, and one copy retained by the Division,
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RULE 206, GEOINERMAL RESOURCES WELL SUMMARY REPORT (FORM G-106)

A, For Producing, Injection, or Disposal Wells

Form G-106, Geothermal Resources Well Summary Report, completely filled in, shall be filed in
TRIPLICATE with the Form G-104 when 1t 1is desired to put any geotliermal resources well on production or in-
jection or disposal., Failure to file a completed Form G-106 will result in withholding approval of the Form
G-104, Certificate of Compliance and Authorization to Produce Geothermal Resources. Distribution of Form
G-106 for producing, injection, or disposal wells shall be one copy to the New Mexico Bureau of Mines, one
copy to the United States Geological Survey, and one copy retained by the Division.

B. For Inactive or Temporarily Abandoned Wells

Form G-106, Geothermal Resources Well Summary Report, shall be filed in TRIPLICATE for every
geothermal resources well not on active producing or injection or disposal status within 90 days after
cessation of active drilling operations, The owner or operator of the well shall state on the form the
general results of the well's condition, i.e., whether the well is capable of production of geothermal
resources and will be retained for such purpose, whether the well will be used for injection or disposal
purposes, whether the well has been or will be plugged and abandoned, or what other disposition of the well
is to be made. A summary of the well's casing and cementing program shall be shown on the form, and in case
the well Is to be retained for production, injection, or disposal purposes, the total mass flow in pounds
per hour, flowing temperature in degrees Fahrenheit, and flowing pressure in pounds per square inch gauge.
Distribution of Form G-106 for inactive or temporarily abandoned wells shall be one copy to the New Mexico
Bureau of Mines, one copy to the United States Geological Survey, and one copy retained by the Division.,

If Form G-106 is filed for an inactive or temporarily abandoned well, and the well later goes on active
production or injection, refiling of Form G-106 completely filled in accordance with Rule 206-A above is re-
quired,

C. For Plugging and Abandoned Wells

Form G-106, Geothermal Resources Well Summary Report, completely filled in, shall be filed in
TRIPLICATE for plugged and abandoned wells within six months after abandonment. Distribution of Form G-106
for abandoned wells shall be one copy to the New Mexico Bureau of Mines, one copy to the United States
Geological Survey, and one copy retained by the Division.

RULE 207, GEOTHERMAL RESOURCES WELL HISTORY (FORM G-107)

A. Yor Producing, Injection, or Disposal Wells

Form G-107, Geothermal Resources Well History, is a chronological history of the entire operation
of drilling and completing the well, and shall be filed in TRIPLICATE with the Form G-104 when it is desired
to put any geothermal resources well on production or injection or disposal. Failure to file a completed
Form G-107 will result in withholding approval of Form G-104, Certificate of Compliance and Authorizatiocn
to Produce Geothermal Resouces. Distribution of Form G-107 for producing, injection, or disposal wells shall
be one copy to the New Mexico Bureau of Mines, one copy to the United States Geological Survey, and onre copy
retained by the Division.

B, For Non-Producing or Temporarily Abandoned Wells

Form G~107, Geothermal Resources Well History, shall be filed in TRIPLICATE for every geothermal
resources well not on active producing or injection or disposal status within six months after cessation
of active drilling operations on the well unless a permit for temporary abandonment shall have been approved
for the well in accordance with Rule 303 B, In no event, even in the case of prolonged temporary abandonment
approved by the Division, shall the filing of Form G-107 be delayed for more than five years after cessation
of active drilling operations. Distribution of Form G-107 for inactive or temporarily abandoned wells shall
be one copy to the New Mexico Bureau of Mines, one copy to the United States Geological Survey, and one .
copy retained by the Division.

C. For Plugged and Abandoned Weils

Form G-107, Geothermal Resources Well History, shall be filed in TRIPLICATE for plugged and abandoned
wells within six months after abandonment. Distribution of Form G-107 for abandoned wells shall be one
copy to the New Mexico Bureau of Mines, one copy to the United States Geological Survey, and one copy re~
tained by the vivision.

RULE 208. MONTHLY GEOTHERMAL PRODUCTION REPORT (FORM G-108)
After placing any geothermal well on production, the owner or operator thereof shall file in DUPLICATE
a monthly production report, Form G-108, which report shall be due in the Santa Fe office of the Division

by the 20th day of each month and shall show the production from each well and each lease during the
preceding calendar month.
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RULE 209, MONTHLY GEOTHERMAL PURCHASER'S REPORT (FORM G—-109)

The purchaser of production from any geothermal resource well shall file in DUPLICATE a monthly purchaser's

report, Form G-109, which report shall be due in the Santa Fe office of the Division by the 15th day of each
month and shall show the purchases made from all leases and wells connected to the purchaser's facilities
during the precceding calendar month,

RULE 210, MONTHLY GEOTHERMAL INJECTION REPORT (FORM G-110)

After placing any well on injection or disposal in a geothermal resources field or area, the owner or
operator thereof shall file in DUPLICATE a monthly injection report, Form G-110, which report shall be due in
the Santa Fe office of the Division by the 20th day of each month and shall show the zone or formation into
which injection is being made, the volume injected, the average temperature of the injected fluid, and
the average injection pressure at the wellhead.

RULE 211, ANNUAL GEOTHERMAL TEMPERATURE AND PRESSURE TESTS (FORM G-111)

Annual temperature and pressure tests shall be submitted by the owner or operator of each geothermal
resource producing well in accordance with the annual testing schedule published by the Division. Flowing
temperatures and flowing pressure tests at the wellhead shall be recorded after at least 72 hours of con-
tinuous flow at normal producing rates. The well shall then be shut in for 24 hours and shut~in pressure
at the wellhead recorded. Results of these tests shall be submitted in DUPLICATE to the Santa Fe office
of the Division.

RULE 212, APPLICATION TO PLACE WELL ON INJECTION-GEOTHERMAL RESOURCES AREA (FCRM G-112)

Before placing any well on injection in a geothermal resources area, whether for charge, recharge, or
disposal purposes, authority to do so shall be obtained on Form G-112 which shall be filed in accordance
with Rule 503,
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E. ABANDOMENT, TEMPORARY ABANDONMENT, AND PLUGGING OF WELLS

RULE 301, LIABILITY

The owner of any well drilled for geothermal exploration or production, or temperature observation, or
any seismic, core, or other exploratory hole drilled for geothermal purposes shall be responsible for the
plugging thereof.

RULE 302, NOTICE

Prior to commencement of plugging operations, Ndtice of Intention to plug shall be filed with the
Division, and approval thereof obtained by the owner or operator of the well. This shall be accomplished
by filing Form G-103, Sundry Notices and Reports on Geothermal Wells, which notice shall outline the casing
and cementing program of the well, the casing which is to be pulled, the size of proposed cement plugs and
their depth, and such other information as may be pertinent. In the case of newly drilled wells which are
to be plugged, verbal authority and instructions may be given by the Division to plug the well provided
written notice to plug shall be subsequently filed within 30 days and approval thereof obtained. Written
approval or verbal approval of a plugging program shall be contingent upon evidence being furnished that the
plugging program for the well is such as to prevent damage to any producing zone, migration of fluids from
one zone to another, the waste or contamination of useable underground waters or other natural resources,
and the leakage of any substance at the surface, all as substantiated by the filing of Form G-105,
Geothermal Resources Well Log, and Form G-106, Geothermal Well Summary Report, with the request for approval
of the plugging program. Filing of these forms may be delayed as provided in Rule 205 C and Rule 206 C if
a Division representative has had access to and has inspected the data and materials described in Rule 200 B.
Also see Rule 203 A, Rule 203 c(4), and Rule 303 A,

RULE 303. PLUGGING AND TEMPORARY ABANDONMENT
A, Plugging

Before any well is abandoned, it shall be plugged in a manner that will permanently confine all
fluids in the separate strata originally containing them, This operation shall be accompiished by the use
of mud-laden fluid, cement, and plugs, used singly or in combination, as may be approved by the Division.

In addition, an adequate cement plug at the surface shall be installed to permanently prevent intrusion -

of any substance inta the well. The exact location of abandoned wells shall be shown by a steel marker at
least four inches in diameter set in concrete and extending at least four feet above mean ground level. The
name and number of the well and its location {quaiter—quarter, section, township and range) shall be welded,
stamped, or otherwlse permanently engraved into the metal of the marker. Seismic, core, geothermal observa-
tion, or other exploratory wells less than 500 feet deep and low-temperature thermal wells less than 500
feet deep shall be plugged in accordance with the applicable provisions recited above but permanent markers
shall not be required on such wells,

B. Temporary Abandonment

No well shall be temporarily abandoned for a period in excess of six months unless a permit for
such temporary abandonment has been approved by the Division. Such permit shall be for a period not to
exceed six months and shall be requested from the santa Fe office of the Division by filing Form G-103 in
duplicate., No such permit shall be approved unless evidence is furnished that the condition of the well
is such as to prevent damage to any producing zone, migration of fluids from one zone to another, the
waste or contamination of useable underground waters or other matural resources, and the leakage of any
substance at the surface, all as substantiated by the filing of Form G-105, Geothermal Resources Well Log,
and Form G~106, Geothermal Resources Well Summary Report, with the request for a temporary abandonment
permit., Filing of these forms may be delayed as provided in Rule 205 B and Rule 206 B if a Division
representative has had access to and has inspected the data and materials described in Rule 200 B. Also
see Rule 203 A and Rule 203 C(3).

The Santa Fe office of the Division shall have authority to grant one extension to the permit
for temporary abandonment, Such extension shall not exceed one year and shall be requested in the same
manner as the original permit for temporary abandonment, No extension shall be approved unless good cause
therefor is shown, and evidence is furnished that the continued condition of the well is as described above.

Upon expiration of the permit for temporary abandonment and any extension thereto, the well shall
be put to beneficial use or shall be permanently plugged and abandoned, unless it can be shown to the
Division after notice and hearing that good cause exists why the well should not be plugged and abandoned,
and a permit for further temporary abandonment should be issued., No such permit for further temporary abandon-
ment shall be approved by the Division unless a one-well plugging bond for the well, in an amount satisfactory to
the Division, but not to exceed $10,000.00, is on file with the Division to ensure future plugging of the well.



The requirements of the paragraph immediately above may be waived and additional extensions granted
in those cases where 1t can be shown that a contract exists for the construction of electric power plants
and such plants are being designed, on order, or under construction, or in the case where a geothermal reservoir
has been discovered and there is an ongoing exploration program of the reservoir to determine its commercial

feasibility,
C. Drilling Wells

When drilling operations on a well have been suspended for 60 days, the well shall be plugged and
abandoned unless a permit for temporary abandonment has been obtained for the well in accordance with Section

B above,
RULE 304, WELLS TO BE USED FOR FRESH WATER

When the well to be plugged may safely be used as a fresh water well and such utilization is desired by
the land owner, the well need not be filled above a sealing plug set below the fresh water formation,
provided that written agreemeat for such use by the owner of the well and by the land owner is filed with
the Division. Upon acceptance of the well by the land owner, the well's bond may be released.



¥, PURCHASE OF GEOTHERMAL RESOURCES

RULE 401, ILLEGAL SALE PROHIBITED

The sale or purchase or acquisitlon, or the transporting or utilization of geothermal resources produced
in violation of the laws of this state, or of these rules, is prohibited,

RULE 402. RATABLE TAKE

Any person now or hereafter engaged in purchasing geothermal resources from one or more producers within
a single geothermal reservoir shall be a common purchaser within that geothermal reservoir, and shall pur-
chase geothermal resources of like quality, quantity, and pressure lawfully produced from that geothermal
reservolr and tendered to such common purchaser at a reasonable point. Such purchase shall be made without
reasonable discrimination in favor of one producer against another in the price paid, quantities taken, the
bases of measurement, or the facilities offered.

In the event such purchaser is also a producer, he is prohibited to the same extent from discriminating
in favor of himself with respect to geothermal resource wells in which he has an interest, direct or imndirect,
as agalnst other geothermal resource wells in the same geothermal reservoir.

For the purposes of this rule, reasonable differences in prices paid or facilities afforded, or both,
shall not constitute unreasonable discrimination if such differences bear a fair relationship to difference
in quality, quantity, or pressure of the geothermal resource available or to the relative lengths of time
during which such geothermal resources will be available to the purchaser.

Any common purchaser taking geothermal resources produced from wells within a geothermal reservoir
shall take ratably under such rules, regulations, and orders, ccncerning quantity, as may be promulgated by
the Division after due notice and pubiic hearing. The Division, in promulgating such rules, regulations,
and orders may consider the quality and the quantity of the geothermal resources available, the pressure
and temperature of the product at the point of delivery, acreage attributable to the well, market requirements,
and other pertinent factors,

Nothing in this rule shall be construed or applied to require, directly or indirectly, any person to
purchase geothermal resources of a quality or under a pressure or under any other condition by reason of’
which such geothermal resource cannot be economically and satisfactorily used by such purchaser by means of
his geothermal utilization facilities then in service.

RULE 403. REGULATION OF GEOTHERMAL RESOURCES PRODUCTION

Upon determination by the Division that geothermal resources production in the State of New Mexico, or in
a particular geothermal resources area, is causing waste, the Division shall limit and allocate among the
producing wells the total amount of geothermal resources which may be produced in the state, or in a particular
geothermal area.



G. GEOTHERMAL INJECTION AND DISPOSAL WELLS

RULE 501, GEOTHERMAL INJECTION WELLS

Geothermal injection wells are those wells used for the purpose of injecting fluids into a dry
geothermal formation, or into a geothermal reservoir for the purpose of augmenting the natural supply of
fluids in the reservoir, pressure maintenance of the reservoir, or such other purpose as authorized by the
Division. No well shall be utilized as a geothermal injection well until authority for such use has been
obtained on an approved Form G-112, Application to Place Well on Injection~Geothermal Resources Area. Form
G-~112 shall be filed in accordance with Rule 503 below.

RULE 5302, GEOTHERMAL DISPOSAL WELLS

Geothermal disposal wells are those wells used for the purpose of disposing of waters produced from a
geothermal reservoir when disposal is into a zone or formation not classified as a geothermal reservoir. No
well shall be utilized as a geothermal disposal well until authority for such use has been obtained on an
approved Form G-112, Application to Place Well on Injection-Geothermal Resources Area. Form G-112 shall
be filed in accordance with Rule 503 below.

RULE 503. METHOD OF MAKING APPLICATION

Application for authority to inject fluids into a geothermal reservoir or to dispose of geothermal
waters into a zone or formation not classified as a geothermal reservoir shall be made in DUPLICATE on
Division Form G-112, Application to Place Well on Injection-Geothermal Resources Area, and shall be
accompanied by one copy of each of the following:

(1) A plat showing the location of the proposed injection/disposal well and the location of all
other wells within a radius of one mile from said well, and indicating the perforated or open-
hole interval in each of said wells. The plat shall also indicate the ownership of all
geothermal leases within said one-mile radius;

(2) The log of the proposed injection well, if available;

(3) A diagrammatic sketch of the proposed injection well showing all casing strings, including
diameters and setting depths, quantities used and tops of cement, perforated or open-hole
interval, tubing strings, including diameters and setting depths, and the type and location
of packers, if any;

Copies of the Form G-112 (without the above attachments) shall be sent to all other geothermal lease
owners, if any there be, within a one-half mile radius of the proposed injection/disposal well.

If no objection is received within 20 days from the date of receipt of the application, and the Division
Director is satisfied that all of the above requirements have been complied with, that the proposal is in
the interest of conservation and will prevent waste and protect correlative rights, and that the well is
cased, cemented, and equipped in such a manner that there will be no danger to any natural resource, in-
cluding geothermal resources, useable underground water supplies, and surface resources, Form G-112 will be
approved, In the event the form is not approved because of objection from an affected geothermal lease
ouner or for other reason, the application will be set for public hearing, if the applicant so requests.

The Division Director may dispense with the 20-day wailting period if waivers of objection are received
from all geothermal lease owners within a one-half mile radius of the proposed injection/disposal well.

RULE 504, INJECTION REPORIS

Monthly injection reports shall be filed for injection/disposal wells in accordance with Rule 210 of
these rules and regulations.

RULE 505. SURVEILLANCE

(a) Surveillance of waste water disposal or injection projects is necessary on a continuing basis
in order to establish to the satisfaction of the Division that all water is confined to the intended zone of
injection.

(b) When an operator proposes to drill an injection well, convert a producing or inactive well to an in-
jection well, or rework an injection well and return it to injection service, he shall be required to demonstrate
to the Division by means of such tests as the Division may deem necessary the integrity of the well's casing.

(c) To establish the integrity of the annular cement above the shoe of the casing, the operator
shall make sufficient surveys, within 30 days after injection is started into a well, to demonstrate that
all the injected fluid is confined to the intended zome of injection. Thereafter, such surveys shall be made
at least every two years, or more often if ordered by the Division. All such surveys may be witnessed by
a representative of the Division.
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(d) After the well has been placed on injection, a Division representative shall visit the wellsite
periodically. At these times, surface conditions shall be noted and if any unsatisfactory conditions exist,
the operator shall be notified of needed remedial work. If this required work is not performed within 90
days, the approval issucd by the Division may be rescinded. 1f it is determined that damage is occurring
at a rapid rate, the Division may order that the repair work he done immediately.

Injection pressures shall be recorded by the Division representative and compared with the
pressure reported on the appropriate forms, Any discrepancies shall be rectified inmediately by the operator.
A graph of daily injection rates and pressures versus time shall be maintained by the operator. Reasons
for anomalies shall be promptly ascertained. If these reasons are such that it appears damage is being done,
approval by the Division may be rescinded, and injection shall cease.

(e) When an injection well has been left idle for six months, the operator shall be informed by
letter that approval for use of the well for injection purposes has been rescinded, and that he should
proceed in accordance with the provisions of Rule 302 and Rule 303 A or Rule 303 B. In the event the
operator intends to again use the well for injection purposes, he shall be required to demonstrate by
means of surveys that the injected water will be confined to the intended zone of injection.

RULE 506. ABANDONMENT

Injection or disposal wells are required to be abandoned in the same manner as other wells. (See Sec. E,
ABANDONMENT, TEMPORARY ABANDONMENT, AND PLUGGING OF WELLS.)



H, BLOWOUT PREVENTION

RULE 601, GENERAL

In areas where high subsurface pressures are known to exist, or where there is a history of lost circula-
tion and/or blowouts, or in arcas where subsurface pressures are not known, all proper and usual precautions
shall be taken for keeping the well under control, including the use of blowout preventers and high pressure
fittings attached to properly cemented casing strings.

Blowout preventers shall not be required for the drilling of low-temperature thermal wells, geothermal
observation wells, and selsmic, core, or other exploratory wells less than 500 feet deep.

RULE 602. BLOWOUT PREVENTLION EQUIPMENT (BOPE)
The following standards are not given as final blowout prevention equipment requirements for the drilling
of any geothermal resources well but are given as guidelines for the preparation of a minimum blowout

prevention program for certain categories of wells.

A. Using Mud as the Drilling Fluid

(1) API Class 2M-A or 2M-RR

For wells in geothermal resources areas known to contain geothermal fluids at a temperature
greater than 212 F. at depths less than 2,000 feet, and geothermal exploratory wells in
areas where subsurface temperatures and pressures are unknown and the proposed depth

of the well is less than 2,000 feet.

(a) An annular BOPE and a spool, fitted with a low-pressure safety pop-off and blow-down line, in-
stalled on the conductor pipe may be required for wells in the above categories to ensure against possible
gas blowouts during the drilling of the surface casing hole,

(b) Annular BOPE or pipe-ram/blind-ram BOPE with wdnimum working-pressure ratings of 2,000 psi
shall be installed on the surface casing so that the well can be shut in at any time.

(c) Hydraulic actuating system.
(d) Kelly cock.
(e) A fill-up line installed above the BOPE.

(f) A kill line installed below the BOPE, leading directly to the mud pumps and fitted with a
valve through which cement could be pumped if necessary.

(g) A blow-down line fitted with two valves installed below the BOPE. The blow-down line shall
be directed in such a manner so as to permit containment of produced fluids and to minimize any safety hazard
to personnel,

(h) All lines and fittings shall be steel and have a minimum working-pressure rating of 1,000
psi.

(1) Return mud temperatures shall be entered into the log book after each joint of pipe is
drilled down. See Rule 106(b).

(2) API Class 2M~RSRA or Equivalent

For wells in geoghermal resources areas known to contain geothermal fluids at temperatures
greater than 212 F. at depths more than 2,000 feet, and geothermal exploratory wells in
areas where subsurface temperatures and pressures are unknown and the proposed depth of
the well is more than 2,000 feet.

(a) An annular BOPE and a spool, fitted with a low-pressure safety pop-off and blow-down line,
installed on the conductor pipe may be required to ensure against possible gas blowouts during the drilling
of the surface casing hole.

(b) Annular BOPE and pipe-ram/blind-ram BOPE with a minimum working~pressure rating of 2,000
psi shall be installed so that the well can be shut in at any time. The double~ram preventer shall have a
mechanical locking device.

(¢) A hydraulic actuating system utilizing an accumulator of sufficient capacity and a high

pressure auxiliary backup system. This total system shall be equipped with dual controls; one at the driller's
station and one at least 50 feet away from the wellhead,
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(d) Relly cock and standpipe valve.
(e) A £f1ll~up line installed above the BOPE.

(f) A kill line installed below the BOPE, leading directly to the mud pumps and fitted with
a valve through which cement could be pumped if necessgary.

(g) A blow-down line fitted with two valves installed below the BOPE. The blow-down line shall
be directed in such a manner so as to permit containment of produced fluids and to minimize any safety

hazard to persomnnel.

(h) All lines and fittings shall be steel and have a minimum working-pressure rating of at least
that of the BOPE.

(1) Return mud temperatures shall be entered into the log book after each joint of pipe is
drilled down, (See Rule 106(b).)

B. Using Air as the Drilling Fluid

(1) API Class 2M RSRAG (with Banjo Box)

For wells in geothermal resources areas where it is known that dry steam exists at depth
and/or formation pressures are known to be less than hydrostatic.

(a) A rotating head installed at the top of the BOPE stack.

(b) A pipe-ram/blind-ram BOPE, with a minimum working-pressure rating of 2,000 psi installed
below the rotating head so that the well can be shut in at any time,

(c) A banjo box steam diversion unit installed below the double-ram BOPE fitted with an
approved muffler in good working condition.

(d) A blind-ram BOPE, with a minimum working-pressure rating of 2,000 psi installed below the
banjo box so that the well can be shut in while removing the rotating head during bit changes.

(e) A gate valve, with a suitable minimum working-pressure rating installed below the blind
ram so that the well can be shut in after the well has been completed, prior to removal of the BOPE stack.

(f) All ram—type BOPE shall have a hydraulic actuating system utilizing an accumulator of
sufficient capacity and a high~pressure backup system.

(g) Dual control stations for hydraulic backup system: one at the driller's station and the
other at least 50 feet away from the wellhead.

(h) Float and standpipe valves, .

(i) A k111 line installed below the BOPE, leading directly to the mud pumps and fitted with &
valve through which cement could be pumped if necessary.

(j) All lines and fittings must be steel and have a minimum working-pressure rating of 1,000
psi. Note: If any portion of a well is drilled using mud, Class 2M BOPE shall be installed on the surface
casing so that the well can be shut-in at any time,

RULE 603, AREAS WITH HISTORY OF BLOWOUTS

Notwithstanding any of the provisions of Rule 602,above, when drilling in any geothermal resources area
which has a history of lost circulation and/or blowouts, the operator shall equip the well with adequate
blowout prevention equipment to contain such pressures as may have previously been encountered in the other
well(s).

RULE 604, TESTING OF BLOWOUT PREVENTION EQUIPMENT

Upon installation, ram-type blowouts preventers, bag-type blowout preventers, valves, and manifolds
shall be tested to a minimum of 750 psi pressure, Tests may be witnessed by a Division representative on
all wells prior to drilling out the shoe of the surface casing, and the Division shall be notified of the
date and hour any such test is to be conducted sufficiently in advance of the test to allow a Division
representative to travel to the well to witness the test,

Ram-type preventers shall be operated at least once each 24 hours and bag-type preventers closed on the
drill pipe at least once each week, provided however, that an exception to this provision may be granted by
the Diviston's Geothermal Section to prevent undue wear and tear on the preventer rubbers when drilling dry-
steam wells,
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I, RULES ON PROCEDURE
RULE 701, NECESSITY FOR HFARING

Except as provided in some general rule herein, before any rule, regulation or order, including
revocation, changes, rcnewal or extension thereof, shall be made by the Division, a public hearing before the
Commigssion or a legally appointed Division Examiner shall be held at such time and place as may be prescribed
by the Division.

RULE 702. EMERGENCY ORDERS

Notwithstanding any other provision of these rules, in case an emergency is found to exist by the
Division, which, in its judgment, requires the making of a rule, regulation, or order without a hearing
having flrst been had or concluded, such emergency rule, regulation, or order when made by the Division shall
have the same validity as if a hearing with respect to the same had been held before the Division after due
notice. Such emergency rule, regulation, or order shall remain in force no longer than 15 days from its
effective date, and in any event, it shall expire when the rule, regulation, or order made after due notice
and hearing with respect to the subject matter of such emergency rule, regulation, or order becomes effective.

RULE 703, METHOD OF INITIATING A HEARING

The Division upon its own motion, the Attorney General on behalf of the State, and any operator or producer,
or any other person having a property interest may institute proceedings for a hearing. If the hearing is sought
by the Division it shall be on motion of the Division and if by any other person it shall be by application. The
application shall be in triplicate and shall state (1) the name of the applicant, (2) the name or general
description of the common source or sources of supply or the area affected by the order sought, (3) briefly the
general nature of the order, rule, or regulation sought, and (4) any other matter required by a particular rule or
rules, or order of the Division. The application shall be signed by the person seeking the hearing or by his attorney.

When conditions are such as to require verbal application to place a matter for hearing on a given docket,
the Division will accept such verbal application in order to meet publishing deadlines. However, if written
application, filed in accordance with the procedures outlined above, has not been received by the Division's
Santa Fe office at least ten days before the date of the hearing, the case will be dismissed.

RULE 704. METHOD OF GIVING LEGAL NOTICE FOR HEARING

Notice of each hearing before the Commission and notice of each hearing before a Division Examiner shall
be given by personal service on the person affected or by publication once in a newspaper of general
circulation published at Santa Fe, New Mexico, and once in a newspaper of general circulation published in the
county or each of the counties, if there be more than one, in which any geothermal resource or other property
which may be affected is situated.

RULE 705. CONTENTS OF NOTICE OF HEARING

Such notice shall be issued in the name of "The State of New Mexico" and shall be signed by the
Director of the Division, and the seal of the Commission shall be impressed thereon.

The notice shall specify whether the case is set for hearing before the Commission or before a Division
Examiner and shall state the number and style of the case and the time and place of hearing and shall briefly
state the general nature of the order or orders, rule or rules, regulation or regulations to be promulgated
or effected. The notice shall also state the name of the petitioner or applicant, if any, and unless the
contemplated order, rule, or regulation is intended to apply to and affect the entire state, it shall specify
or generally describe the common source or sources of supply which may be affected by such order, rule,
or regulation.

RULE 706, PERSONAL SERVICE OF NOTICE

Personal service of the notice of hearing may be made by any agent of the Division or by any person over
the age of 18 years in the same manner as is provided by law for the service of summons in civil actions in
the district courts of this state, Such service shall be complete at the time of such personal service or on
the date of publication, as the case may be. Proof of service shall be by the affidavit of the person
making personal service or of the publisher of the newspaper in which publication is had. Service of the
notice ghall be made at least 10 days before the hearing.

RULE 707. PREPARATION OF NOTICES
After a motlon or application is filed with the Division the notice or notices required shall be prepared

by the Division and service and publication thereof shall be taken care of by the Division without cost to
the applicant,
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RULE 708. FILING PLEADINGS: COPY DELIVERED TO ADVERSE PARTY OR PARTIES

When any party to a hearing files any pleading, plea, or motion of any character (other than application
for hearing) which 1s not by law or by these rules required to be served upon the adverse party or parties,
he shall at the same time either deliver or mail to the adverse party or parties who have entered their
appearance thereln, or their respective attorneys of record, a copy of such pleading, plea, or motion. For
the purposes of these rules, an appearance of any interested party shall be made either by letter addressed
to the Division or in person at any proceeding before the Commission or before an Examiner, with notice of
such appearance to the parties from whom such pleadings, pleas, or motions are desired.

RULE 709, CONTINUANCE OF HEARING WITHOUT NEW SERVICE

Any hearing before the Commission or an Examiner held after due notice may be continued by the person
presiding at such hearing to a specified time and place without the necessity of notice of the same being
again served or published. In the event of any continuance, a statement thereof shall be made in the
record of the hearing which is continued.

RULE 710, CONDUCT OF HEARINGS

Hearings before the Commission or any Examiner shall be conducted without rigid formality. A transcript
of testimony shall be taken and preserved as a part of the permanent record of the Division. Any person
testifying in response to a subpoena issued by the Commission or any member thereof, or the authorized
representative of the Division Director, and any person seeking to testify in support of an’ application or
motion or in opposition thereto shall be required to do so under oath. However, relc¢vant unsworn comments
and observations by any interested party will be designated as such and included in the record. Comments
and observations by representatives of operators' committees, the United States Geological Survey, the
United States Bureau of Mines, the New Mexico Bureau of Mines, and other competent persons are welcomed.

Any Examiner legally appointed by the Division Director may conduct such hearings as may be referred to such
Examiner by the Director.

RULE 711. POWER TO REQUIRE ATTENDANCE OF WITNESSES AND PRODUCTION OF EVIDENCE

The Commission or any member thereof, or the authorized representative of the Division Director has
statutory power to subpoena witnesses and to require the production of books, papers, and records in any
proceeding before the Commission or Division. A subpoena will be issued for attendance at a hearing upon the
written request of any person interested in the subject matter of the hearing. In case of the failure of
a person to comply with the subpoena issued, an attachment of the person may be issued by the district court
of any district in the state, and such court has powers to punish for contempt. Any person found guilty of
swearing falsely at any hcaring may be punished for contempt.

RULE 712, RULES OF EVIDENCE

Full opportunity shall be afforded all interested parties at a hearing to present evidence and to cross-
examine witnesses, In general, the rules of evidence applicable in a trial before a court without a jury
shall be applicable, provided that such rules may be relaxed, where, by so doing, the ends of justice will
be better served. No order shall be made which is not supported by competent legal evidence.

RULE 713, EXAMINERS' QUALIFICATIONS AND APPOINTMENT

The Division Director shall, by ex parte order, designate and appoint not more than four individuals
to be examiners. Each Examiner so appointed shall be a member of the staff of the Division, but no Examiner
need be a full time employee of the Division. The Director may, by ex parte order, designate and appoint a
successor to any person whose status as an Examiner is terminated for any reason. Each individual designated
and appointed as an Examiner must have at least six years practical experience as a geologist, petroleum
engineer or licensed lawyer, or at least two years of such experience and a college degree in geology,
engineering, or law; provided however, that nothing herein contained shall prevent any member of the R
Commission from being designated as, or serving as, an Examiner.

RULE 714, REFERRAL OF CASES TO EXAMINERS

The Division Director may refer any matter or proceeding to any legally designated and appointed
Examiner for hearing in accordance with these rules. The Examiner appointed to hear any specific case shall
be designated by name.

RULE 715, EXAMINER'S POWER AND AUTHORITY

The Division Director may, by éx parte order, limit the powers and duties of the Examiner in any particular
case to such issues or to the performance of such acts as the Director deems expedient; however, subject only
to such limitations as may be ordered by the Director, the Examiner to whom any matter or proceeding is re-
ferred under these rules shall have full authority to hold hearings on such matter or proceeding in accord-
ance with and pursuant to these rules. The Examiner shall have the power to regulate all proceedings before



hin and to perform all acts and take all measures necessary or proper for the efficient and orderly conduct
of such hearing, including the swearing of witnesses, receilving of testimony and exhibits offered in
evidence, subject to such objections as may be imposed, and shall cause a complete record of the proceedings
to be made and transcribed and shall certify same to the Director as hereinafter provided.

RULE 716. UHEARINGS WHICH MUST BE HELD BEFORE COMMISSION

Notwithstanding any other provisions of these rules, the hearing on any matter shall be held before
the Commission (1) if it is a hearing de novo, or (2) if the Division Director in his discretlon desires the
Commission to hear the matter.

RULE 717. [EXAMINER'S MANNER OF CONDUCTING HEARING
An Examiner conducting a hearing under these rules shall conduct himself as a disinterested umpire.
RULE 718, REPORT AND RECOXMENDATIONS, EXAMINER'S HEARINGS

Upon the conclusion of any hearing before an Examiner, the Examiner shall promptly consider the
proceedings in such hearing, and based upon the record of such hearing the Examiner shall prepare his written
report and recommendations for the disposition of the matter of proceeding by the Division. Such report and
recommendations shall either be accompanied by a proposed order or shall be in the form of a proposed order,
and shall be submitted to the Division Director with the certified record of the hearing.

RULE 719. DISPOSITION OF CASES HEARD BY EXAMINERS

After receipt of the report and recommendations of the Examiner, the Division Director shall enter the
Division's order disposing of the matter or proceeding.

RULE 720. DE NOVO HEARING BEFORE COMMISSION

When any order has been entered by the Division pursuant to any hearing held by an Examiner, any party
adversely affected by such order shall have the right to have such matter or proceeding heard de novo before
the Commission, provided that within 30 days from the date such order is rendered such party files with the
Division a written application for such hearing before the Commission. If such application is filed, the
matter or proceeding shall be set for hearing before the Commission at the first available hearing date
following the expiration of fifteen days from the date such application is filed with the Division. Any
person affected by the order or decision rendered by the Commission after hearing before the Commission
may apply for rehearing pursuant to and in accordance with the provisions of Rule 722, and said Rule 722
together with the law applicable to rehearing and appeals in matters and proceedings before the
Commission shall thereafter apply to such matter or proceeding.

RULE 721. NOTICE OF COMMISSION AND DIVISION ORDERS

Within ten days after any order, including any order granting or refusing rehearing, or order following
rehearing, has been rendered, a copy of such order shall be mailed by the Division to each person or his
attorney of record who has entered his appearance of record in the matter of proceeding pursuant to which
such order is rendered.

RULE 722, REHEARINGS

Within 20 days after entry of any order or decision of the Commission any person affected thereby may
file with the Division an application for rehearing in respect of any matter determined by such order or
decision, setting forth the respect in which such order or decision is believed to be erroneous. The
Commission shall grant or refuse any such application in whole or in part within 10 days after the same
ig filed and failure to act thereon within such period shall be deemed a refusal thereof and a final dis-
position of such application. In the event the rehearing is granted, the Commission may enter such new
order or decision after rehearing as may be required under the circumstances.

RULE 723, CHANGES IN FORMS AND REPORTS

Any change in the forms and reports or rules relating to such forms and reports shall be made only by
order of the Commission or Division issued after due notice and hearing.



65~11-2, PURPOSE OI' ACT,

A. Tt 1is hereby found and determined that the people of the state of lew Mexico have a direct and
primary interest in the development of geothermal resources, and that this state should exerclse its power
and jurisdicticn through its oil conservation commisslon and division to require that wells drilled in
search of, development of, or incident to the production of geotharmal resources be drilled, operated,
maintained and abandoned in such a manner as to safeguard 1ife, health, property, natural resources and the
public welfare, and to encourage maximum economic recovery.

B. To these ends, it is the intent of the lepislature that the power and jurisdiction of the commission
and the division as given by the Geothermal Resource Conservation Act shall be supplemental to the other
powers and jurisdiction given the commission and the division by the statutes of this state.

65-11-3. DEFINITIONS.--As used in the Geothermal Resources Conservation Act:

A. ‘"geothermal resources" means the natural heat of the earth, or the energy, in whatever form,
below the surface of the earth present in, resulting from, created by, or which may be extracted from, this
natural heat, and all minerals in solutien or other products obtained from naturally heated flulds, brines,
assoclated gas and steam, in whatever form, found below the surface of the earth, but excluding oil, hydro-
carbon gas and other hydrocarbon substances;

B. "commission' means the oil conservation commission;

C. 'correlative rights" means the opportunity afforded, insofar as is practicable to do so, to the
owner of each property in a geothermal reservoir to produce his just and equitable share of the geothermal
resources within such reservoir, being an amount, so far as can be practicably determined, and so far as can
be practicably obtained without waste, substantially in the propertion that the recoverable geothermal re-
sources under such property bears to the total recoverable geothermal resources inthe reserveir, and for such
purpose to use his just and equitable share of the natural heat or energy in the reservoir;

D. "division'" means the oil conservation division of the energy and minerals department;

E. "“geothermal reservoir" means an underground reservoir containing geothermal resources, whether
the fluids in the reservoir are native to the reservoir or flow into or are injected into the reservoir;

F. '"geothermal field" means the general area which is underlaid or reasonably appears to be under-—
laid by at least one geothermal reservoir}

G. "low-temperature thermal reservoir" means a geothermal reservolir containing low-temperature thermal
water, which is defined as naturally heated water, the temperature of which is less than boiling at the
altitude of occurrence, which has additional value by virtue of the heat contained thereln, and 1s found below
the surface of the earth, or in warm springs at the surfacej

H. "person" means any natural person, firm, association or corporation, or any other group or
combination acting as a unit, for the exploration, production, transportation, processing or utilization of
geothermal resources;

I. "well" means any well dug or drilled for the discovery or development of geothermal resources or
incident to the discovery or development of geothermal resources, or for the purpose of injecting or reinjecting
geothermal resources or the residue thereof or other.fluids into a geothermal reservoir, or any well dug or
drilled for any other purpose and reactivated or converted to any of the aforesald nses; and

J. '"potash" means the naturally occurring bedded deposits of the salts of the element potassium.

65-11-4. WASTE PROHIBITED,—The production or handling of geothermal resources of any type or in any
form, or the handling of products thereof, in such manner or under such conditions or in such amounts as to
constitute waste is each hereby prohibited.

65-11-5, WASTE DEFINITIONS.--As used in this act, the term "waste," in additton to its ordinary meaning,
shall include:

A. "underground waste" as those words are generally understood in the geothermal business, and in
any event to embrace the inefficient, excessive or improper use or dissipation of the reservoir fluids or
energy, including the natural enerpy of the heated flulds or the natural heat of the earth, and the locating,
spacing, drilling, equipping, operating or producing of any well or wells in a manner that would reduce or
tend to reduce the total quantity of geothermal resources ultimately recovered from any geothermal reservoir;

B. "surface waste" as those words are generally understood in the geothermal business, and in any

event to embrace the unnecessary or excessive surface loss or destruction without beneficial use, however
caused, of geothermal resources of any type or in any form, or any product thereof, and including the loss or
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destruction of geothermal resources resulting from leakage, evaporation or seepage, especially incident to or
resulting from the manner of spacing, equipping, operating or producing of any well or wells, or incident to
or resulting from the inefficlent transportation, use or storage of geothermal resources;

C. the production from any well or wells in this state of geothermal resources in excess of the
reasonable market demand therefor, in excess of the capacity of the geothermal transportation facility connected
thereto to efficiently receive and transport such geothermal resources, or in excess of the capacity of a
geothermal utilization facility to efficiently receive and utilize such geothermal resources;

D. the nonratable purchase or taking of geothermal resources within a geothermal reservoir in this
state, Such nonratable taking or purchasing causes or results in excessive or improper dissipation of reservoir
energy and results in waste, as defined in subsection A of this section, and 1s in violation of section 14
of the CGeothermal Resources Conservation Act (65-11-14); and

E. drilling or producing operations for geothermal resources within any area containing commercial
deposits of potash where such operations would have the effect unduly to reduce the total quantity of such
commercial deposits of potash which may reasonably be recovered in commercial quantities or where such operations
would interfere unduly with the orderly development of such potash deposits,

65-3-4, OIL CONSERVATION COMMISSION--MEMBERS~-TERM-~OFFICERS--QUORUM-~POWER TO ADMINISTER OATHS.-~There
is hereby created an oil conservation commission, hereinafter in this act called the "commission" to be
composed of the commissioner of public lands, the state geologist and the director of the oil conservation
division. No salary or compensation shall be paid any member of the commission for his services as a member
thereof, The term of office of each member of the commission shall be concurrent with the other office held by
him. The commission shall organize by electing a chairman from its membership. Two members of the commission
shall constitute a quorum for all purposes. The commission shall adopt a seal and such a seal affixed to
any paper signed by the director of the o0il conservation division shall be prima facie evidence of the due
execution thereof. The attorney general shall be the attorney for the commission. Any member of the commission,
or the director of the oil conservation division, or any employee of the commission or division, shall have power
to administer oaths to any witness in any hearing, investigation or proceeding contemplated by this act
or by any other law of this state relating to the conservation of oil and gas.

65~3-4.1, OIL CONSERVATION DIVISION--DIRECTOR~~STATE PETROLEUM ENGINEER.--
A. The director of the o0il conservation division shall be known as the state petroleum engineer.
B. The director shall be appointed by the secretary of the energy and minerals department and shall:
(1) be a resident of this state; and

(2) be registered by the state board of registration for professional engineers and land surveyors
as a petroleum engineer; or

(3) by virtue of education and experience have expertise in the field of petroleum engineering.
65~11-6, COMMISSION'S AND DIVISION'S POWERS AND DUTIES.--

A, In addition to its other powers and duties, the division shall have, and is hereby given, jurisdiction
over all matters relating to the conservation of geothermal resources and the prevention of waste of potash
as a result of geothermal operations in this state, It shall have jurisdiction, authority and control of
and over all persons, matters or things necessary or proper to enforce effectively the provisions of the
Geothermal Resources Conservation Act or any other law of this state relating to the conservation of geothermal
tesources and the prevention of waste of potash as a result of geothermal operations. Provided, however,
nothing in this section shall be construed to supersede the authority which any state department or agency
has with respect to the management, protection and utilization of the state lands or resources under its
jurisdiction,

B. The commission shall have concurrent jurisdiction and authority with the division to the extent
necessaty for the commission to perform its duties as required by the Geothermal Resources Conservation Act.

65-3-6, RULES OF PROCEDURE IN HEARING--MANNER OF GIVING NOTICE--RECORD OF RULES, REGULATIONS AND ORDERS.~-
The division shall prescribe its rules of order or procedure in hearing or other proceedings before it under
this act., Any notice required to be given under this act or under any rule, regulation or order prescribed
by the commission or division shall be by personal service on the person affected, or by publication once in
a newspaper of general circulation published at Santa Fe, New Mexico, and once in a newspaper of general
circulation published in the county, or each of the counties 1f there be more than one, in which any land,
o1l or gas or other property which may be affected shall be situated, Such notice shall issue in the name of
"the state of New Mexlco" and shall be signed by the director of the division, -and the seal of the commission
shall be impressed thereon, and it shall specify the number and style of the case, and the time and place of
hearing, shall briefly state the general nature of the order or orders, rule or rules, or regulation or
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regulations contemplated by the division on its own motlon or sought in a procceding brought before the
commission or division, the namc of the petltioner, or applicant, and, unless the order, rule or regulation
is intended to apply to and affecct the entire state, it shall specify or generally describe the common source
or sources of supply that may be affected by such order, rule or regulation, Personal service thereof may be
made by any agent of the division or by any person over the age of eighteen years, in the same manner as is
provided by law for the service of summons in civil actions in the district courts of thils state. Such
service shall be complete at the time of such personal service or on the date of such publicatlon, as the
case may be, Proof of service shall be the affidavit of the person making personal service, or of the
publisher of the newspaper in which publication is had, as the case may be. All rules, regulations and
orders made by the commission or division shall be entered in full by the director thereof in a book to be
kept for such purpose by the division, which shall be a public record and open to inspection at all times
during reasonable office hours. A copy of any such rule, repulation or order, certiffed by the director

of the division under the scal of the commission, shall be recelved in evidence in all courts of the state
with the same effect as the original,

65-3-7, SUBPOENA POWER—-DMMUNITY OF NATURAL PERSONS REQUIRED TO TISTIFY.~-The commission, or any member
thereof, or the director of the division or his authorized representative, 1s hereby empowered to subpocna
witnesses, to require their attendance and giving of testimony before it, and to require the production of books,
papers and records in any proceeding before the commission or the division. No person shall be excused from
attending and testifying or from producing books, papers and records before the commission or division, or from
obedience to the subpoena of the said commission or division, whether such subpoena be signed or issued by one or
more of the members of the said commission, or the director of the division, in any hearing, investigation or proceed-
ing held by or before the said commission or division or in any cause or proceeding in any court by or against the
sald commission or division, relative to matter within the jurisidcation of said commission or division, on the ground
or for the reason that the testimony or evidence, documentary or otherwlse, required of him may tend to Incriminate
him or subject him to penalty or forfeiture; provided that nothing herein contained shall be construed as requiring
any person to produce any books, papers or records, or to testify in response to any inquiry, not pertinent to some
question lawfully before such commission or division or court for determination. No natural person shall be
subjected to criminal prosecution, or to any penalty or forfeiture for ox on account of any transaction, matter
or thing concerning which he may be required to testify, or produce evidence, documentary or otherwise before said
commission or division, or in obedience to its subpoena, or in any cause or proceeding, provided that no person
testifying shall be exempted from prosecution and punishment for perjury committed in so testifying.

65-3-8, TFAILURE OR REFUSAL TO COMPLY WITH SUBPOENA-~REFUSAL TO TESTIFY—BODY ATTACHMENT--CONTEMPT.--In
case of fallure or refusal on the part of any person to comply with any subpoena issued by said commission or
any member thereof, or the director of the division or his authorized representative, or on the refusal of
any witness to testify or answer as to any matters regarding which he may be lawfully interrogated, any
district court in this state, or any judge thereof, on application of saild commission or division, may issue
an attachment for such person and compel him to comply with such subpoena and to attend before the
commission or division and produce such documents, and give his testimony upon such matters as may be
lawfully required, and such court or judge shall have the power to punish for contempt as in case of dis~
obedience of a like subpoena issued by or from such court, or a refusal to testify therein.

65-3-9, PERJURY—PUNISHMENT,-~If any person of whom an oath shall be required under the provisions of
this act, or by any rule, regulation or order of the commission or division, shall willfully swear falsely
in regard to any matter or thing respecting which such oath is required, or shall willfully make any false
report or affidavit required or authorized by the provisions of thkils act, or by any rule, regulation or
order of the commission or division, such person shall be deemed gullty of perjury and shall be punished
by imprisomment in the state penitentiary for not more than five years nor less than six months.

65-11~7. POWER OF COMISSION AND DIVISION TO PREVENT WASTE AND PROTECT CORRELATIVE RIGHTS.-~The
commission and division are hereby empowered, and it 1s their duty, to prevent the waste prohibited by the
Geothermal Resources Conservation Act and to protect correlative rights, as in that act provided. To that
end, the commission and division may make and enforce rules, regulations and orders relating to geothermal
resources, and to do whatever may be reasonably necessary to carry out the purposes of that act whether or
not indicated or specified in any section thereof, .

65-11-8, ENUMERATION OF POWERS.——-Included in the power given to the division is the authority to collect
data; to make investigations and inspections; to examine properties, leases, papers, books and records; to
examine, check, test and gauge geothermal resources wells and geothermal resources transportation, storage
and utilization facilities; to limit and allocate production of geothermal resources as provided in the
Geothermal Resources Conservation Actj and to require certificate of clearance for the production or transporta-
tion of geothermal resources,

Apart from any authority, express or implied, elsewhere given to or exlsting in the division by virtue
of the Geothermal Resources Conservation Act or the statutes of this state, the division may make rules,
regulations and orders for the purposes and with respect to the subject matter stated herein, viz.:

A. to require non-commercial or abandoned wells to be plugged in such a way as to confine all fluids

in the strata in which they are found, and to prevent them from eacaping into other strata; the division may
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require a bond of not to exceed ten thousand dollars ($10,000) conditioned for the performance of such
regulations;

B. to prevent geothermal resources, water or other fluids from cscaping from the strata in which
they are found into other strata;

C. to require reports showing locations of all geothermal resources wells, and to require the filing
of logs and drilling records or reports and production reports;

D. to prevent the premature cooling of any geothermal stratum or strata by water encroachment, or
otherwise, which reduces or tends to reduce the total ultimate recovery of geothermal resources from any
geothermal reservoir; <

E. to prevent "blow-outs'" and "caving" in the sense that such terms are generally understood in
the geothermal drilling business; '

F. to require wells to be drilled, operated and produced in such a manner as to prevent injury to
neighboring leases or properties and to afford reasonable protection to human life and health and to the
environment;

G. to identify the ownership of geothermal producing leases, properties, plants, structures, and
transportation and utilization facilities;

H. to require the operation of wells efficiently;
I. to fix the spacing of wells;

. J. to classify and from time to time as is necessary reclassify geothermal reservoirs and low-
temperature thermal reservoirs;

K. to define and from time to time as is necessary redefine the horizontal and vertical limits of
geothermal reservoirs and low-temperature thermal reservoirsj

L. to permit and regulate the injection of fluids into geothermal reservoirs and low-temperature
thermal reservoirs;

M. to regulate the disposition of geothermal rescurces or the residue thereof, and to direct the
surface or subsurface disposal of such in a manner that will afford reasonable protection against contamination
of all fresh waters and waters of present or probable future value for domestic, commercial, agricultural or
stock purposes, and will afford reasonable protection to human life and health and to the environment; and

N. to define and from time to time as is necessary redefine the limits of any area containing
commercial deposits of potash, and to regulate and where necessary prohibit geothermal drilling or producing
operations where such operations would have the effect unduly to reduce the total quantity of such
commercial deposits of potash which may reasonably be recovered in commercial quantities.

65-3~11.1. ADDITIONAL POWERS OF COMMISSION OR DIVISION-~HEARINGS BEFORE EXAMINER--HEARING DE NOVO.-—In
addition to the powers and authority, either express or implied, granted to the oil conservation commission
or division by virtue of the statutes of the state of New Mexico, the division is hereby authorized and
empowered in prescribing its rules or order or procedure in connection with hearings or other proceedings
before the division to provide for the appointment of one or more examiners to be members of the staff of
the division to conduct hearings with respect to matters properly coming before the division and to make
reports and recommendations to the director of the division with respect thereto. Any member of the
commission or the director of the division or his authorized representative may serve as an examiner as
provided heredn, The division shall promulgate rules and regulations with regard to hearings to be conducted
before examiners and the powers and duties of the examiners in any particular case may be limited by order
of the division to particular issues or to the performance of particular acts. In the absence of any limiting
order, an examiner appointed to hear any particular case shall have the power to regulate all proceedings
before him and to perform all acts and take all measures necessary or proper for the efficient and orderly
conduct of such hearing, including the swearing of witnesses, receiving of testimony and exhibits offered
in evidence subject to such objections as may be imposed, and shall cause a complete record of the proceeding
to be made and transcribed and shall certify the same to the director of the division for consideration
together with the report of the examiner and his recommendations in conmnection therewith. The director of the
division shall base the decision rendered in any matter or proceeding heard by an examiner, upon the transcript
of testimony and record made by or under the supervision of the examiner in connection with such proceeding,
and such decision shall have the same force and effect as if said hearing had been conducted before the
director of the division., Wien any matter or proceeding is referred to an examiner and a decision is rendered
thereon, any party adversely affected shall have the right to have said matter heard de novo before the
commission upon application filed with the division within thirty days from the time any such decision is rendered.
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65-11-9, REGULATION OF GEOTHERMAL RESOURCES PRODUCTION,--Upon determination by the division that geo~
thermal resources production from a particular geothermal resources reservoir is causing waste or is about
to result in waste, the division shall 1imit, allecate and distribute the total amount of geothermal resources
which may be produced from that reservoir,

65-11-10. ALLOCATIOXN OF PRODUCTION,-~

A. Whenever, to prevent waste, the total amount of geothermal resources which may be produced from
a geothermal reservoir 1s limited, the division shall allocate and distribute the allowable production among
the geothermal wells in the reservoir on a reasonable basis and recognizing correlative rights, including in
the allocation schedule any well which it finds is being unreasonably discriminated against through denial of
access to a geothermal resources transportation or utilization facility which is reasonably capable of handling
the geothermal product of the well., In protecting correlative rights, the division may give equitable con-
sideration to acreage, to the pressure, temperature, quantity and quality of the geothermal resources pro-
ducible from the wells in the reservoir, and to such other pertinent factors as may from time to time exist, and,
insofar as is practicable, shall prevent drainage between producing tracts in the reservoir which is not
equalized by counter-drainage. IR <

B, No order limiting, allocating and distributing production from any geothermal reservoir shall be
igsued except after notice and hearing. In entering such an order the division must find that waste is
resulting or 1s about to result from the unratable taking of geothermal resources or from the production of
geothermal resources from a reservoir in excess of the market demand therefor, in excess of the capacity of
the available geothermal transportation facilities to efficiently receive and transport such geothermal resources,
or in excess of the capacity of the available geothermal utilization facility to efficiently receive and
utilize such geothermal resources. When limiting, allocating and distributing production from a geothermal
reservoir, the division shall do so on the basis of three-month allocation periods and shall promulgate reason-
able rules regarding production tolerances and overproduction and underproduction.

C. After the effective date of any rule, regulation or order fixing the allowable production and
establishing permitted tolerances for overproduction, no person shall produce more than the allowable production
and permitted tolerance applicable to him, his wells, leases or properties determined as provided in the
Geothermal Resources Conservation Act, and the allowable production shall be produced in accordance with the
applicable rules, regulations and

65-11-11. EQUITABLE ALLOCATION OF PRODUCTION SPACING--POOLING.-—

A. The rules, regulations or oxrders of the division shall, so far as it is practicable to do so,
afford to the owner of each property in a geothermal reservoir the opportunity to produce his just and
equitable share of the geothermal resources in the reservoir, being an amount, so far as can be practicably
determined, and so far as such can be practicably obtained without waste, substantially in the proportion
that the quantity of the recoverable geothermal resources under such property bears to the total recoverable
geothermal resources in the reservoir, and for this purpose to use his just and equitable share of the
reservoir energy.

B. The division may establish a spacing unit for each geothermal reservoir, such being the area
that can be efficiently and economically drained and developed by one well, and in so doing the division shall
consider the economic loss caused by the drilling of unnecessary weils, the protection of correlative rights,
including those of royalty owners, the prevention of waste, the avoidance of the augmentation of risks arising
from the drilling of an excessive number of wells and the prevention of reduced recovery which might result
from the drilling of too few wells.,

C. When two or more separately owned tracts of land are embraced within a spacing unit, or where
there are owners of royalty interests or undivided interests in geothermal resources which are separately
owned, or any combination thereof, embraced within such spacing unit, the owner or owners thereof may validly
pool their interests and develop their lands as a unit. Where, however, such owner or owners have not agreed
to pool their interests, and where one such separate owner, or owners, who has the right to drill has drilled.
or proposes to drill a well on said unit to a geothermal reservoir, the division, to avoid the drilling of
unnecessary wells-or to protect correlative rights, or to prevent waste, shall pool all or any part of such
lands or interest or both in the spacing unit as a unit.

All orders effecting such pooling shall be made after notice and hearing, and shall be upon such terms
and conditions as are just and reasonable and will afford to the owner or owners of each tract or interest
in the unit the opportunity to recover or receive without unnecessary expense his just and fair share of the
geothermal resources. Each order shall describe the lands included in the unit designated thereby, identify
the reservoir or reservoirs to which it applies and designate an operator for the unit. All operations for
the pooled geothermal resources which are conducted on any portion of the unit shall be deemed for all
purposes to have been conducted upon each tract within the unit by the owner or owners of such tract. For
the purpose of determining the portions of production owned by the persons owning interests in the pooled
geothermal resources, such production shall be allocated to the respective tracts within the unit in the
proportion that the number of surface acres included within each tract bears to the number of surface acres
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included in the entire unit. The portion of the production allocated to the owner or owners of each tract or
interest included in a well spacing unit formed by a pooling order shall, when produced, be considered as if
produced from the separately owned tract or interest by a well drilled thereon. Such pooling order of the
division shall make definite provision as to any owner, or owners, who elects not to pay his proportionate
share in advance for the pro rata reimbursement solely out of production to the parties advancing the costs
of developuent and operation which shall be limited to the actual expenditures required for such purpose not
in excess of what are reasonable, but which shall include a reasonable charge for supervision and may include
a charge for the risk involved in the drilling of such well, which charge for risk shall not exceed two
bhundred percent of the non-consenting working interest owner's or owners' pro rata share of the cost of
drilling and completing the well.

In the event of any dispute relative to such costs, the division shall determine the proper costs after
due notice to interested parties and a hearing thereon. The division is specifically authorized to provide
that the owner or owners drilling or paying for the drilling, or for the operation of a well for the benefit
of all shall be entitled to all production from such well which would be received by the owner, or owners,
for whose benefit the well was drilled or operated, after payment of royalty as provided in the lease, if any,
applicable to each tract or interest, and obligations payable out of production, until the owner or owners
drilling or operating the well or both have been paid the amount due under the terms of the pooling order or
order settling such dispute. No part of the production or proceeds accruing to any owner or owners of a
separate interest in such unit shall be applied toward the payment of any cost properly chargeable to any
other interest in said unit.

If the interest of any owner or owners of any unleased mineral interest is pooled by virtue of the
Geothermal Resources Conservation Act, seven-eighths of such interest shall be considered as a working
interest and one-eighth shall be considered a royalty interest, and he shall in all events be paid one-eighth
of all production from the unit and creditable to this interest.

D. Whenever it appears that the owners in any geothermal reservoir have agreed upon a plan for the
spacing of wells, or upon a plan or method of distribution of production from the reservoir, or upon any other
plan for the development or operation of such reservoir, which plan, in the judgment of the division, has the
effect of preventing waste as prohibited by the Geothermal Resources Conservation Act and is fair to the
royalty owners in such reservoir, then such plan shall be adopted by the division with respect to the reservoir;
however, thz division, upon hearing and after notice, may subsequently modify any such plan to the extent
necessary to prevent waste as prohibited by the Geothermal Resources Conservation Act.

65-11-12, COURT MAY AUTHORIZE POOLING OR UNITIZATION BY FIDUCIARIES.-—

A. Uhen an existing geothermal resources lease upon property owned by a decedent at the time of his
death, by a minor or by an incompetent, does not authorize pooling or unitization thereof with other lands in
the vicinity, the district court for the county in which any portion of the lands subject to said lease is
situated can authorize the executor or administrator of the estate of the decedent, or the guardian of the
minor or incompetent, to execute appropriate instruments authorizing or effectuating such pooling or
unitization, or both, if the court finds it to be in the interest of the owners of such property.

B. An executor, administrator or guardian desiring authorization to execute such instruments shall
file a verified petition in the appropriate district court setting forth a description of the lease, the lands
subject thereto and the reason that the proposed action is in the interest of the owners of the affected real
estate, A copy of the instrument by which such pooling or unitization is proposed to be authorized or
effectuated shall be attached to the petition.

C. No notice of the hearing upon the petition shall be required; Provided, however, that the court
in its discretion may require such notice as it may direct to be given to affected parties.

D. Upon entry of an order of the court authorizing execution of the proposed instrument in the
form attached to the petition, or with such modification as the court may direct, and execution thereof by the
executor, administrator or guardian, the interest in the property owned by the decedent at the time of death,
or by the ward, shall be subject in all respects to the terms of sald instrument and the executor, administrator
or guardian, without further order of the court, shall be authorized to execute division orders, transfer
orders, correction instruments, receipts and other instruments made necessary or desirable by the pooling or
unitization so effected.

65-11-13, SPACING UNIT WITH DIVIDEND MINERAL OWNERSHIP.--

- A. Whenever the operator of any geothermal resources well shall dedicate lands comprising a standard
spacing unit to a geothermal resources well, it shall be the obligation of the operator, if two or more
separately owned tracts of land are embraced within the spacing unit, or where there are owners or royalty
interests or undivided interests in the geothermal resources which are separately owned or any combination
thereof, embraced within such spacing unit, to obtain voluntary agreements pooling sald lands or interests or
an order of the division pooling said lands, which agreement or order shall be effective from the first
production, Any division order that increases the size of a standard spacing unit for a geothermal reservoir,
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or extends the boundaries of such a reservoir, shall require dedication of acreage to existing wells in the
reservoir In accordance with acreage dedication requirements for said reserveir, and all interests in the
spacing units that are dedicated to the affected wells shall share in production from the effective date of
the said order.

B. Any operator failing to obtain voluntary pooling agreements, or failing to apply for an order
of the division pooling the lands dedicated to the spacing unit as required by this section, shall nevertheless
be liable to account to and pay each owner of geothermal interests, including owners of overriding royalty
interests and other payments out of production, either the amount to which each interest would be entitled
if pooling had occurred or the amount to which each interest is entitled in the absence of pooling, whichever
1s greater.

C. Nonstandard spacing units may be established by the division and all geothermal interests in any
such nonstandard unit shall share in production from that unit from the date of the order establishing the
saild nonstandard unit.

65-11-14. COMMON PURCHASES--DISCRIMINATION IN PURCHASING PROHIBITED.--Any person now or hereafter engaged
in the taking or purchasing of geothermal resources from one or more preducers within a single geothermal
reservolr shall be a cormon purchaser within that geothermal reservoir, and shall purchase geothermal resources
of like quality, quantity and pressure lawfully produced from that geothermal reservoir and tendered to such
common purchaser at a reasonable point. Such purchase shall be made without unreasonable discrimination in
favor of one producer against another in the price paid, quantities taken, the bases of measurement or the
facilitles offered.

In the event such purchaser is also a producer, he is prohibited to the same extent from discriminating
in favor of himself with respect to geothermal resources wells in which he has an interest, direct or indirect,
as against other geothermal resources wells in the same geothermal reservoir.

For the purposes of the Geothermal Resources Conservation Act, reasonable differences in prices paid or
facilities afforded, or both, shall not constitute unreasonable discrimination if such differences bear a fair
relationship to difference in quality, quantity or pressure of the geothermal resources available or to the
relative lengths of time during which such geothermal resources will be available te the purchaser.

Any common purchaser taking geothermal resources produced from wells within a geothermal reservoir shall
take ratably under such rules, regulations and orders, concerning quantity, as may be promulgated by the
division after due notice and public hearing. The division, in promulgating such rules, regulations and
orders may consider the quality and the quantity of the geothermal resources available, the pressure and
temperature of the product at the point of delivery, acreage attributable to the well, market requirements
and other pertinent factors.

Nothing in the Geothermal Resources Conservation Act shall be construed or applied to require, directly
or indirectly, any person to purchase geothermal resources of a quality or under a pressure or under any other
condition by reason of which such geothermal resource cannot be economically and satisfactorily used by such
purchaser by means of his geothermal utilization facilities then in scrvice.

65-11-15. PURCHASE, SALE OR HANDLING OF EXCESS GEOTHERMAL RESOURCES OR PRODUCTS PROHIBITED.--

A. The sale or purchase or acquisition, or the transportation, utilization or processing, or
handling in any other way, of geothermal resources in whole or in part produced in excess of the amount
allowed by any statute of this state, or by any provision of the Geothermal Resources Conservation Act, or
by any rule, regulation or order of the commission or division made hereunder, is hereby prohibited, and
such geothermal resources are hereby referred to as "illegal geothermal resources'. e

B. The sale or purchase or acquisition, or the transportation, utilization or processing, or the
handling in any other way, of any product of geothermal resources, which product is derived in whole or in
part from geothermal resources produced in whole or in part in excess of the amount allowed by any statute
of this state, or by any provision of the Geothermal Resources Conservation Act, or by any rule, regulation or
order of the commission or division made thereunder, is hereby prohibited, and each such commodity or product
is herein referred to as "illegal geothermal resources product'.

65-11-16., RULES AND REGULATIONS TO EFFECTUATE PROHIBITIONS AGAINST PURCHASE OR HANDLING OF ILLEGAL
GEOTHERMAL RESOURCES OR ILLEGAL GEOTHERMAL RESOURCES PRODUCT.--

A. The division 1s specifically authorized and directed to make such rules, regulations and orders,
and may provide for such certificates of clearance or tenders, as may be necessary to make effective the
prohibitions contained in Section 65-11-15 NMSA 1953,

B. Unless and until the division provides for certificates of clearance or tenders, or some other
method, so that any person may have an opportunity to determine whether any contenplated transaction of sale or
purchase or acquisition, or of transportation, refining, processing or handling in any other way, involves
i1legal geothermal resources, or illegal geothermal resources product, no penalty shall be imposed for the sale
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or purchase or acquisition, or the transportation, refining, processing or handling in any other way, of illegal
geothermal resources or illegal geothermal product, except under circumstances stated in the succeeding pro-
vigions of this subsection., Penalties shall be imposed for the division of each transaction prohibited in
Section 65-11-15 WiSA 1953 when the person committing the same knows that illegal geothermal resources, or
illegal geothermal resources product, are involved in such transaction, or when such person could have known

or determined such fact by the exercise of reasonable diligence or from facts within his knowledge. However,
regardless of lack of actual notice or knowledge, penalties as provided in the Geothermal Resources Conservation
Act shall apply to any sale or purchase or acquisition, and to the transportation, refining, processing or
handling in any other way, of illegal geothermal resources, or illegal geothermal resources product where
administrative provision is made for identifying the character of the commodity as to its legality. It shall
likewise be a violation for which penalties shall be imposed for any person to secll or purchase or acquire,

or to transport, refine, process or handle in any way, any geothermal resources or any product thereof without
complying with the rule, regulation or order of the commission or division relating thereto.

65-3~17, PENALTY FOR VIOLATIONS.--Any person who violates any provision of this act or any rules,
regulations or order of the commission or the division made pursuant to this act shall, upon conviction, be
fined not more than one thousand dollars ($1,000) for each violation. Each day during which said violation is
continued shall be considered a separate and complete offense for this purpose.

65~11-~17. HEARINGS ON RULES, REGULATIONS AND ORDERS-~-NOTICE--EMERGENCY RULES,-~

A, Except as provided for herein, before any rule, regulation or order, including revocation, change,
renewal or extension thereof, shall be made under the provisions of the Geothermal Resources Conservation
Act, a public hearing shall be held at such time, place and manner as may be prescribed by the division.
The division shall first give reasonable notice of such hearing (in no case less than ten days, except in an
emergency) and at any such hearing any person having an interest in the subject matter of the hearing shall
be entitled to be heard. Any member-of the commission or division, or any employee of the commission or
division, shall have power to administer oaths to any witness in any hearing, investigation or proceeding
contemplated by the Geothermal Resources Conservation Act.

B. In case an emergency is found to exist by the division which in its judgment requires the making
of a rule, regulation or order without first having a hearing, such emergency rule, regulation or order shall
have the same validity as if a hearing with respect to the same had been held after due notice. The emergency
rule, regulation or order permitted by this section shall remain in force no longer than fifteen days from its
effective date, and, in any event, it shall expire when the rule, regulation or order made after due notice
and hearing with respect to the subject matter of such emergency rule, regulation or order becomes effective.

65-11-18. REHLARINGS~-APPEALS,-~

A, Within twenty days after entry of any order or decision of the division, any person affected
thereby may file with the commission an application for rehearing in respect of any matter determined by such
oxder or decision, setting forth the respect in which such order or decision is believed to be erroneous.

The commission shall grant or refuse any such application in whole or in part within ten days after the same

1s filed and failure to act thereon within such peripd shall be deemed a refusal thereof and a final disposition
of such application, In the event the rehearing is granted, the commission may enter such new order or decision
after rehearing as may be required under the circumstances.

B. Any party to such rehearing proceeding, dissatisfied with the disposition of the application for
tehearing, may appeal therefrom to the district court of the county wherein is located any property of such
party affected by the decision, by filing a petition .for the review of the action of the commission within
twenty days after the entry of the order following rehearing or after the refusal of rehearing as the case
may be. Such petition shall state briefly the nature of the proceedings before the commission or division
and shall get forth the order or decision of the commission or division complained of and the grounds of
invalidity thereof upon which the applicant will rely; provided, however, that the questions reviewed on
appeal shall be only questions presented to the commission by the application for rehearing. Notice of such
appeal shall be served upon the adverse party or parties and the commission in the manner provided for
the service of summons in civil proceedings. The trial upon appeal shall be without a jury, and the transcript
of proceedings before the commission or division, including the evidence taken in hearings by the commission
or division, shall be received in evidence by the court in whole or in part upon offer by either party, subject
to legal objections to evidence, The commission or division action complained of shall be prima facie valid
and the burden shall be upon the party or parties seeking review to establish the invalidity of such action
of the commission or division., The court shall determine the issues of fact and of law and shall enter its
order either affirming or vacating the order of the commission or division. Appeals may be taken from the
judgment or decision of the district court to the supreme court in the same manner as provided for appeals
from any other final judgment entered by a district court in this state, The trial of such application for
relief from action of the commission or division and the hearing of any appeal to the supreme court from the
action of the district court shall be expedited to the fullest possible extent.

C. The pendency of proceedings to review shall not of itself stay or suspend operation of the order

or decision being reviewed, but during the pendency of such proceedings, the district court in its discretion
may, upon its own motion or upon proper application of any party thereto, stay or suspend, in whole or in part,
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operation of said order or decision pending review thereof, on such terms as the court deems just and proper
and in accordance with the practice of courts exerclsing equity jurisdiction; provided, that the court, as

a condition to any such staying or suspension of operation of any order or decision, may require that one

or more parties secure, in such form and amount as the court may deem just and proper, one or more other
parties against Joss or damage due to the staying or suspension of the commission's or division's order or
decision, in the event that the action of the commission or division ghall be aSfirmed,

D. The applicable rules of practice and procedure in civil cases for the courts of this state
shall govern the proceedings for review, any appeal therefrom to the supreme court of this state, to the extent
such rules are consistent with provisions of the Geothermal Resources Conservation Act.

65-11-19. TEMPORARY RESTRAINING ORDER OR INJUNCTIO!N--GROUNDS--HEARINGS-—BOND.-—

A, 1o temporary restraining order or injunctien of any kind shall be granted agalnst the commission
or the members thereof, or against the attorney general, or against any agent, employee or representative
of the division restraining the commission, or any of its members, or the division or any of 1its agents,
employees or representatives, or the attorney general, from enforcing any statute of this state relating to
conservation of geothermal resources, or any of the provisions of the Geothermal Resources Conservation Act,
or any rule, regulation or order made thereunder, except after due notice to the director of the division, and
to all other defendants, and after a hearing at which it shall be clearly shown to the court that the act
done or threatened is without sanction of law, or that the provision of the Geothermal Resources Conservation
Act, or the rule, regulation or order complained of, is invalid, and that, 1f enforced agaipst the complaining
party, will-cause an irreparable injury. With respect to an order or decree granting temporary injunctive relief,
the nature and extent of the probably invalidity of the statute, or of any provision of the Geothermal
Resources Conservation Act, or of any rule, regulation or order hereunder involved in such sult, must be
recited in the order or decree granting the temporary relief, as well as a clear statement of the probable
damage relied upon by the court as justifying temporary injunctive relief.

B. No temporary injunction of any kind, Including a temporary restraining order against the commission
or the members thercof, or the division or its agents, employees or representatives, or the attorney general,
shall become effective until the plaintiff shall execute a bond to the state with sufficlent surety in an
amount to be fixed by the court reasonably sufficient to indemnify all persons who may suffer damage by reason
of the violation pendente lite by the complaining party of the statute or the provisons of the Geothermal
Resources Conservation Act or of any rule, regulation or order complained of. Any person so suffering damage
may bring suit thereon before the expiration of six months after the statute, provision, rule, regulation or
order complained of shall be finally held to be valid, in whole or in part, or such suit agaianst the commission,
or the members thereof, or the division, shall be finally dismissed. Such bond shall be approved by the judge
of the court in which the suit is pending, and shall be for the use and benefit of all persons who may
suffer damape by reason of the violation pendente lite of the statute, provision, rule, regulation or order
complained of in such suit, and who may bring suit within the time prescribed by this section; and such bond
shall be so conditioned, From time to time, on motion and with notice to the parties, the court may increase
or decrease the amount of the bond and may require new or additional sureties, as the facts may warrant,

65-11-20., ACTIONS FOR VIOLATIONS.--Whenever 1t shall appear that any person is viclating, or threatening
to violate, any statute of this state with respect to the conservation of geothermal resources, or any provision
of the Geothermal Resources Conservation Act, or any rule, regulation or order made thereunder, the division
through the attorney general, shall bring suit against such person in the county of the residence of the de-
fendant, or in the county of residence of any defendant if there be more than one defendant, or in the county
where the violation is alleged to have occurred, for penalties, if any are applicable, and to restraln such person
from continuling such violation or from carrying out the threat of violation, In such suit the division may
obtain injunction, prohibitory and mandatory, including temporary restraining orders and temporary injunctions,
as the facts may warrant, including, when appropriate, an injunction restraining any person from moving or dis-
posing of illegal geothermal resources, or illegal geothermal resources product, and any or all such commodities
or funds derived from the sale thereof, may be ordered to be impounded or placed under the control of an agent
appointed by the court if, in the judgment of the court, such action is advisatle.

65-11-21, .ACTIONS FOR DAMAGES—INSTITUTION OF ACTIONS FOR INJUNCTIONS BY PRIVATE PARTIES.--Nothing in the
Geothermal Resources Conscrvation Act contained or authorized, and no suit by or against the division, and no
penalties imposed or claimed against any person for violating any statute of this state with respect to
conservation of geothermal resources, or any provision of that act, or any rule, regulation or order issued
hereunder, shall impair or abridge or delay any cause of action for damages which any person may have or assert
agailnst any person violating any statute of this state with respect to conservation of geothermal resources,
or any provisinn of the Geothermal Resources Conservation Act, or any rule, regulation or order issued
hereunder, Any person so damaged by the violation may sue for and recover such damages as he may be entitled
to receive. In the event the division should fail to bring suit to enjoin any actual or threatened violation
of any statute of this state with respect to the conservation of geothermal resources, or of any provision of
this act, or of any rule, regulation or order made hereunder, then any person or party in interest adversely
affected by such violation, and who has notififed the division in writing of such violation or threat thereof
and has requested the division to sue, may, to prevent any or further violation, bring sult for that purpose
in the district court of any county in which the division could have brought suit. If, in such sult, the court
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holds that injunctive relief should be granted, then the division shall be made a party and shall be substituted
for the person wvho brought the suit, and the injunction shall be issued as 1f the division had at all times
been the complaining party.

65-11-22, VIOLATION OF COURT ORDER GROUNDS FOR APPOINTMFNT OF RECEIVER.-~The violation by any person of
an order of the court relating to the operation of any geothearmal resources well or wells, or of any geothermal
transportation, storage or utilization facility, shall be sufficient ground for the appointment of a recelver with
power to conduct operations in accordance with the order of the court.

65-11-23, PENALTIES FOR VIOLATIONS-~ACCESSORIES,--

A. Any person who, for the purpose of evading the Geothermal Recsources Conservation Act, or of evading
any rule, regulation or order made thereunder, shall knowingly and willfully make or cause to be made any false
entry or statement of fact in any report required to be made by that act or by any rule, regulation or order made
thereunder; or who, for such purpose, shall make or cause to be made any false entry in any account, record, or
memorandum kept by any person 1n connection with the provisions of that act or of any rule, regulation or order
made thereunder; or who, for such purpose, shall omit to make, or cause to be omitted, full, true and correct
entries in such accounts, records or memoranda, of all facts and transactions pertaining to the interest or
activities in the geothermal industry of such person as may be required by the division under authority given
in the Geothermal Resources Conservation Act or by any rule, regulatlion or order made thereunder; or who,
for such purpose, shall remove out of the jurisdiction of the state, or who shall mutilate, alter or by any
other means falsify, any book, record or other paper pertaining to the transactions regulated by that act
or by any rule, regulation or order made thereunder; shall be deemed gullty of a felony and shall be subject
upon conviction in any court of competent jurisdiction, to a fine of not more than one thousand dollars {($1,000),
or imprisonment for a term of not more than three years, or to both such fine and imprisonment.

B. Any person vho knowingly and willfully violates any provision of the Geothermal Resources Conserva—
tion Act or any rule, regulation or order of the division made hereunder, shall, in the event a penalty for
such violation is not otherwlse provided for therein be subject to a penalty of not to exceed one thousand dollars
($1,000) a day for each and every day of such violation, and for each and every act of violation, such penalty
to be recovered in a suit in the district court of the county where the defendant resides, or in the county
of the residence of any defendant if there be more than one defendant, cor in the district court of the county
vhere the violation took place., The place of suit shall be selected by the division, and such suilt, by
direction of the division, shall be Instituted and conducted in the name of the division by the attorney general
or under his direction by the district attorney of the county where the suit is instituted. The payment of
any penalty as provided for herein shall not have the effect of changing 1llegal geothermal resources into legal
geothermal resources, or illegal geothermal resources product into legal geothermal resources product, nor shall
such payment have the cffect of authorizing the szle or purchase or acquisitlon, or the transportation, refining,
processing or handling in any other way, of such i1llegal geothermal resources, or illegal geothermal resources
product, but to the contrary, penalty shall be imposed for each prohibited transaction relating to such
1llegal geothermal resources or illegal geothermal resources product.

C. Any person knowingly and willfully aiding or abetting any other person in the violation of any
statute of this state relating to the conservation of geothermal resources, or the violation of any provision
of the Geothermal Resources Conservation Act, or any rule, regulation or order made thereunder, shall be
subject to the same penalties as are prescribed herein for the violatlon by such other person.

65-11-24, SETZURE AND SALE OF ILLEGAL GEOTHERMAL RESOURCES OR ILLEGAL GEOTHERMAL RESOURCES PRODUCT--
PROCEDURE , -~

A. Apart from, and in addition to, any other remedy or procedure which may be availlable to the division,
or any penalty which may be sought against or imposed upon any person, wilth respect to violations relating
to illegal geothermal resources or illegal geothermal resources product shall, except under such circumstances
as are stated herein, be contraband and shall be seized and sold, and the proceeds applied as herein provided.
Such sale shall not take place unless the court shall find in the proceeding provided in this section that the
owner of such illegal geothermal resources or illegal geothermal resources product is liable, or in some proceeding
authorized by the Geothermal Resources Conservation Act such owner has already been held to be liable, for
penalty for having produced such 1llegal geothermal resources, or for having purchased or acquired such illegal
geothermal resources, or illegal geothermal resources product, Whenever the division believes that 1llegal
geothermal resources or illegal geothermal resources product is subject to seizure and sale, as provided herein,
1t shall, through the attorney general, bring a civil action In rem for that purpose In the disctrict court
of the county where the commodity is found, or the action may be maintained in connection with any suit or
cross-action for injunction or for penalty relating to any prohibited transaction involving such illegal
geothermal resources or illegal geothermal resources product, Notlce of the action in rem shall be given
in conformity with the law or rule applicable to such proceeding, Any person or party in Interest who may
show himself to be adversely affected by any such seizure and sale shall have the right to intervene in said
suit to protect his rights,

B, Whenever the pleading with respect to the forfeiture of 1llegal geothermal resources or illegal
geothermal resources product shows ground for selzure and sale, and such pleading is verified or is supported

J-10



by affidavit or affidavits, or by testimony under oath, the court shall order such commodity to be impounded
or placed under the control, actual or constructive, of the court through an agent appointed by the court.

C. The judgment effecting the forfelture shall provide that the commodity be seized, if not already
under the control of the court, and that a sale be had in similar manner and with similar notice as provided
by law or rule with respect to the sale of personal property under executionj; provided, however, the court
may order that the commodity he sold in specified lots or portions, and at specified intervals, instead of
being sold at one time. Title to the amount sold shall pass as of the date of the seizure. The judgment
shall provide for payment of the proceeds of the sale into the common school fund, after first deducting
the costs in connection with the proceedings and the sale. The amount sold shall be treated as legal geothermal
resources or legal geothermal resources product, as the case may be, in the hands of the purchaser, but the
purchaser and the coumodity shall be subject to all applicable laws and rules, regulations and orders with
respect to further sale or purchase or acquisition, and with respect to the transportation, refining, pro-
cessing or handling in any other way, of the commodity purchased.

D. Nothing in this section shall deny or abridge any cause of action a royalty owner, or any lien
holder, or any other claimant, may have, because of the forfeiture of the illegal geothermal resources or
illegal geothermal resources product, against the person whose act resulted in such forfeiture.



Form GB-XD-1
STATE OF NEW MEXICO pdopted 10 3-8
$5.000 ONE-WELL GEOTHERMAL LXPLORATORY, DEVELOPMENT,
INJECTION, OR DISPOSAL WELL BOND

BOND NO. S
(fior Use of Surety Company)

Note: Pile with Oil Consurvation pivieion, P. O. Box 2088, Santa Fe, HM 87501

KNOW ALL MEN BY THESE PRESENTS:

That__ e , (An individual) (a partnership)
(a corporation organized in the State of , with its principal office in the city of
. - , State of , and authorized to do business in
the State of New Mexico), as PRINCIPAL, and C o ,a
corporation organized and existing under the laws of the State of , and authorized

to do business in the State of New Mexico, with duly appointed resident agent licensed in the State of New Mexico to
execute this bond on behalf of the surety company, as SURETY, are held firmly bound unto the State of New Mexico,
for the use and benefit of the Oil Conservation Division of New Mexico pursuant to Chapter 272, Laws of 1975, in
the sum of Five Thousand (55,000.00) Dollars lawful money of the United States, for the payment of which, well and
truly to be made, said PRINCIPAL and SURETY hereby bind themselves, their successors and assigns, jointly and
severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hereafter enter into geothermal resources leases with the
State of New Mexico: and

WHEREAS, The above principal has heretofore or may hereafter enter into geothermal resources leases on lands
patented by the United States of America to private individuals, and on lands otherwise owned by private individuals;
and

WHEREAS, The above principal, individually, or in association with one or more other parties, has commenced or
may commence the drilling of one well to prospect for and produce geothermal resources, or does own or may acquire,
own or operate such well, or such well started by others on land embraced in said State geothermal resources leases, on
lands patented by the United States of America to private individuals, and on lands otherwise owned by private
individuals, the identification and location of said well being:

Lease Well Number Unit Letter Section Township Range

NOW, THEREFORE, If the above bounden principal and surety or either of them or their successors or assigns, or
any of them, shall plug said well if non-productive or when abandoned in accordance with the rules, regulations, and
orders of the Oil Conservation Division of New Mexico in such way as to confine any geothermal resources or oil, gas,
and water in the strata in which they are found, and to prevent them from escaping into other strata;

THEN, THEREFORE, This obligation shall be null and void; otherwise and in default of complete compliance with
any and all of said obligations, the same shall remain in full force and etfect.

PROVIDED, HOWEVER, That thirty (30) days after receipt by the Oil Conservation Division of New Mexico of
written notice of cancellation from the surety, the obligation ot the surety hercunder shall terminate as to property or
wells acquired, drilled, or started after said thirty (30) day period but shall continue in effect, notwithstanding said
notice, as to property or wells theretotore acquired, drilled, or started.

Exhibit "42"
order No. R-5709-A



¥ GB-XD-
STATE OF NEW MEXICO Monted 10-3-78

$10,000 MULTIPLE-WELL GEOTHERMAL EXPLORATORY, DEVELOPMENT,  Revised 10-1-70
INJECTION, OR DISPOSAL WELL BOND

BOND NO.
(For Use of Surety Company)

Nota: FPile with 01l Conservation Division, P. O. Box 2088, Santa Fe, NM 87501

KNOW ALL MEN BY THESE PRESENTS:

That _ LAn individual) (a partnership)

(a corporation oiganzed in the State of ey with s principal office in the city of

_ . .., State of , and authorized to do business in
the State of New Mexico), as PRINCIPAL, and ) e a
corporation organized and existing under the laws of the State of ___ , and authorized

to do business in the State of New Mexico with duly appointed resident agent licensed in the State of New Mexico to
exccute this bond on behalf of the surety company, as SURLTY, are held firmly bound unto the State of New Mexico,
for the use and benefit of the Qil Conservation Division of New Mexico pursuant to Chapter 272, Laws of 1975, in
the sum of Ten Thousand (S10.000.00) Dollars tawful money of the United States, for the payment of which, well and
truly to be made, suid PRINCIPAL and SURLTY hereby bind themselves, their successors and assigns, jointly and
severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hereafter enter into geothermal resources leases with the
State of New Mexico; and

WHERLEAS, The above principal has heretofore or may hercafter enter into geothermal resources leases on lands
patented by the United States of America to private individuals, and on lands otherwise owned by private individuals; und

WHEREAS, The above principal, individually, or in association with one or more other parties, has commenced or
may commence the drilling of wells to prospect for and produce geothermal resources, or does own or may acquire, own
or operate such wells, or such wells started by others on jand cmbraced in said State geothermal resources leases, and on
lands patented by the United States of America to private individuals, and on lands otherwisc owned by private
individuals, the identitication and location of said wells being:

Lease . Well Number Unit Letter Section Township Runge

(NOTE: A maximum of FIVE wells may be drilled or acquired under this bond. It the identification and location of all
of the wells is not known at the time of filing this bond with the Division, the identification and location may be
furnished by supplemental rider or riders to this bond.)

NOW, THEREFORE, If the above bounden principal and surety or ecither of them or their successors or assigns, or
any of them, shall plug all of said wells if non-productive or when abandoned in accordance with the rules, regulations,
and orders of the Qil Conservation  Division of New Mexico i such way as to confine any geathermal resources or oil,
gas, and water in the strata in which they are found, and to prevent them from escaping into other strata;

THEN, THERFFORE, This obhigation shall be null and void: otherwise and in default of complete compliance with
any and all of swid obhgations, the same shall remam o fall toice and cetiect,

PROVIDED, HOWEVER, That thirty (30) days after 1eceipt by the Oil Conservation  Division of New Mexico of
wiitten notive of cancellation from the surety, the obligation of the surety hereunder shall terminate as to property o
wells aequited, dolled, e staeted alter said thisty (30) day peinad but shall continue we etlect, notwithstanding said
notice, as to property or wells theretofore acquired, drilled, o staned.

Fxhibit "43"
Order NoO. R-5709-N



Form GB-17-1
STATE OF NEW MEXICO e
$2,000 ONE-WELL LOW-TEMPERATURE THERMAL WELL
OR GEOTHERMAL OBSERVATION WELL BOND

BOND NO. )
(o Use af Sivety Company)

Notes Pile with 0{1l Conservation Division, P. O. Box 2088, Santa Fe, NM 87501

KNOW ALL MEN BY THESE PRESENTS:
That __. . e . . . (An individual) (o partnership)

(a corporation organized in the State of ey with it principal office in the city of

. State of _ _,and authorized to do business in

B U S e y &

the State of New Mexico), as PRINCIPAL, and

corporation organized and existing under the laws of the State of . and authorized
to do business in the State of New Mexico, with duly appointed resident agent licensed in the State of New Mexico to
execute this bond on behalf of the surety company, us SURETY. are held tirmly bound unto the State of New Mexico.,
for the use and benefit of the Oil Conservation Division of New Mexico pursuant to Chapter 272, Laws of 1975, in
the sum of Two Thousand ($2.000.00) Dollars lawful money of the United States. for the payment of which, well und
truly to be made, said PRINCIPAL and SURETY hereby bind themselves, their successors and assigns, jointly and
severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hercafter enter into geothermal resources leases with the
State of New Mexico; and

WHEREAS, The above principal has heretofore or may hereafter enter into geothermal resources leases on lands
patenied by the United States of America to private individuals and on lands otherwise owned by private individuals; and

WHERIEAS, The above principal, individually, or in association with one or more other partics, has commenced or
may commence the drilling of one well to prospect for and produce geothermal resources, or does awn or may acquire,
own or operate such well, or such well started by others on land embraced in suid State geothermal resources leases, on
lands patented by the United States of America to private individuals, and on lands otherwise owned by private
individuals, the identification and location of said well being:

Lease Well Number Unit Letter Section Township Range

NOW, THEREFORE, If the above bounden principal and surety ar either of them or their successors or assigns, or
any of them, shall plug said well, if non-productive or when abandoned in accordance with the rules, regulations, and
orders of the Oil Conservation Division of New Mexico in such way as to confine any geothermal resources or oil, gas,
and water in the strata in which they are found, and to prevent them from escaping into other strata;

THEN, THEREFORE, This obligation shall be null and void; otherwise and in default of complete compliance with
any and all of said obligations, the same shall remain in full force and eftect.

PROVIDED, HOWEVER, that thirty (30) days after receipt by the Oil Conservation Division of New Mexico of
written notice of cancellation from the surety, the obligation of the surety hereunder shull terminate as to property or
wells acquired, drilled, or started after said thirty (30) day period but shall continue in effect, notwithstanding said
notice, as to.property or wells theretofore acquired, drilled, or started.

Exhibit "44"
Order No. R-5709-A



STATE OF NEW MEXICO Form 611-L1-10
$10,000 MULTIPLE -WELL LOW--TEMPERATURE WELL Rovhied 10-1-14
OR GEOTHERMAL OBSERVATION WELL BOND

BOND NO..

(For Use of Surely Company)
Notet File with 0il Conservation Division, P. O, Box 2088, Santa Pe, NM 67501
KNOW ATT MEN BY THESH PRESENTS:
That o (An indwvidual) (a partnership)

UGN S 3

(a2 corporation organized in the State of

, with its principal office in that city of

State of _ , and authorized to do business in

e e e e

the State of New Mexico), as PRINCIPAL, and ,a

corporation organized and existing under the laws of the State of o o ., and authorized
to do business in the State of New Mexico with duly appointed resident agent licensed in the State of New Mexico to
execute this bond on behalf of the surety company, as SURETY, are held firmly bound unto the State of New Mexico.,
for the use and benetit of the Oil Conservation Division of New Mexico pursuant to Chapter 272, Laws of 1975, in
the sum of Ten Thousand ($10.000.00) Dollars lawful money ot the United States, for the payment of which, well and
truly to be made, suid PRINCIPAL and SURETY hereby bind themselves, their successors and assigns, jointly and
severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, The above principal has heretofore or may hereafter enter into geothermal resources leases with the
State of New Mexico; and

WHEREAS, The above principal has heretoforc or may hereafter enter into geothermal resources leases on lands
patented by the United States of America to private individuals, and on lands otherwise owned by private individuals; and

WIHEREAS, The above principal, individually, or in association with one or more other parties, has commenced or
may commence the drilling of wells to prospect for and produce geothermal resources, or does own or may acquire, own
or opcrate such wells, or such wells stated by others on land embraced in said State geothermal resources leases, and on
lands patented by the United States of America to private individuals, and on lands otherwise owned by private
individuals, the identification and location of said wells being:

Lease Well Number Unit Letter Section Township Range

Exhibit "45"
Order No. R-5709-A

(NOTE: A maximum of TEN wells may be drilled or acquired under this bond. If the identification and location of all
the wells is not known at the time of filing this bond with the Division, the identification and location may be
furnished by supplemental rider or niders to this bond)

NOW, THEREFORE, If the above bounden principal and surety or either of them or their successors or assigns, or
any of them, shall plug all of said wells if non-productive or when abundoned in accordance with the rules, regutations,
and orders of the Uil Conservation Davaston of New Mexico i such way as o conlie iy geothermal tesouices or o,
gas, and water i the strataan wineh they are tound, and to prevent them om escaping wito other stuata,

THEN, THEREFORE, This obligation shall be null and void; otherwise and in detault of complete compliance with
any and all of said obhigations, the same shall remain in ol foree and etteet.

PROVIDIED, HOWEVER, That thitty (30) days alter receipt by the Qil Conservation Division of New Mexico of
wiitien notice of cancellation from the sorety, the obliation or the sirety heresnder shall temmnnate as to property or
wells acquired, dodled, or stated alter said thuoty (30) day penod bat shall continue o effect, notwithstanding said
nolice, as to property or wells theretotore acquined, diitled, o1 started.



STATE OF NEW MEXICO

ENERGY ano MINERALS DEPARTMENT

21 ¢ COPIES RECE VI ()I

OIL CONSERVATION DIVISION
PO . B8OX 2088
SANTA FE, NEW MEXICO 87501

Form G-101
Adopted 10-1-74
Revised 10-1-78

N NSTRIBUTION | 7_ 5. tndicate Type of Lease
A APPLICATION FOR PERMIT TO DRILL, DEEPEN, rf-"_T‘_‘TC__,LL e
s N S S OR PLUG BACK---GEOTHERMAL RESOURCESWELL 5.a State Lease No.

U 5.
Operator || ' \\\\\\ ’
" 1a. Type of Work prin 3 Deepen (I Plug Back [J 7. Unit Agreement Name

b. Type of Well Geothermat Producer  [] Temp Observation  [] 8. Farm or Lease Name
; Low-Temp Thermal ] Injection/Disposal U] !
. 2. Name of Operator o 9. Well No.
i 3. Address of Operator 10. Field and Pool, or Wildcur

4. Location of Well o

UNIT LETTER LOCATED FEET FROM THE _______ _LINE
FEET FROM THE LINF. OF SEC. TWP. :\X\\ N

,\\ \\ \
|21 Elevations (Show whether D}

L

5 RT, ete.)

9, I’r()p(iscdil)ci,\lh T T i9A.

N

N \ 12. County
\\\\\\\\\\\\

Pormation

20. l{u(ur;' or (,i o

21A. Kind & Status Plug. Bond | 2113, Drilling Contractor

22. Approx. Date Work will start

PROPOSED CASING AND CEMENT PROGRAM

SIZE OF HOLE SIZE OF CASING WEIGHT PER FOOT SETTING DEPTH SACKS OF CEMENT EST. TOP

IN ABOVE SPACE DESCRIBE ¥ROPOSED PROGRAM: If proposal is to deepen or piug back, give data on present productive sone and propossd new productive
zone, Give biowoul preventer prograin, it any,

Exhibit "46"
Oorder No. R=5709-A

Pioreby certidy that the ntormaton above is true and complete to the best ot my hnowledge and belief,

Sronedd

(This space for Stite Use)

APPROVED BY

CONDUTIONS O APPROVAL, IH ANY;

.. Tine

I B b N

- Ixrte e

ORI, ¢

ATE




STATE OF NEW MEXICO OIL CONSERVATION DIVISION Form G-102
£ O BOX 2088

ENERGY ano MINERALS DEPARTMENT SANTA FE NEw MERICO 87501 plopted 10-1-74
. ' vise -1-
GEOTHERMAL RESOURCES WELL LOCATION AND ACREAGE DEDICATION PLAT

All distances must be from the outer boundaries of the Sectlon.

Qperator Lease ) o B 'wl'Wcll No.
L e SO o N e o
| letter TScumn ['Ima nship Range County
i I-‘ e e e _
! gl Footage Locution of Well:
e feetromthe _line and feet from the line
v Ground Level Elev, Producing Formation il'oul Il)cdicated Acreage: T ;
i |
[ l Acres
1. Outline the acreage dedicated to the subject well by colored pencil or hachure marks on the plat below.
. |
2 If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working interest

and royalty).

! i
3. If more than one lease of different ownersip is dedicated to the well, have the interests of all owners been consolidated by
communitization, unitization, foree-pooling, etc? ' ‘

!

| (3 Yes [ No If answer is “ves,” type of consolidation

I answer is “no,” list the owners and tract descriptions which have actually been consolidated. (Use reverse side of this form if

; necessary.) |

) No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,,

i forced-pooling, or vtherwise) or until a non-standard unit, eliminating such interests, has been approved by the Division.
)
i ; | CERTIFICATION
I
i
. l : ! hereby certify that the information
i ‘ contained herein is true and complete to
]
! I ! the best of my knowledge and belief.
1
! |
' |
Name
. — __.._.-~_{_.___._...___ - —— —— = = — = = = —
| | irs
] Position
e ! !
i
; | | Company
i |
| l Date
| |
!
L |
! ' [
| \ I hereby certify that the well location
| I shown on this plat was plotted from field
‘ { ' notes of actual surveys made by me or
i | under my supervision, and that the same
! I | is true and correct to the best of my
ro : knowledge and belief.
R g |- — - e ey e e e -
. i
! | |
' 1 - .
Date Sueveyed
| Fxhibit "47"
! | order No. R=5709-~-A MRerntered Protesmional 1 ngineer T
‘ | and/or Land Swurveyor
‘ i
| ! I -
Ll oo LT [ T LI i1t Certifivate No.,
'-—1 [rem— oy o pomst pat—— sty | citificate Na
(0 95 L1 0") v LICICAV IR ¥ . RAYR} Ywud 211N 2040 2000 tenn yaov OO [d



OlL CONSERVATION DIVISION
P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

STATE OF NEW MLCXICO
ENERGY ano MINERALS DEPARTMENT

fafy, GFF COPIES HECEIVED

(HSTRIBUTION

SUNDRY NOTICES AND REPORTS

. B. M, ON
I GEOTHERMAL RESOURCES WELLS
mtor

ad O'hcc

Do Not Use This Form for Proposals to Oriil or to Deepen or Plug Back to a Different Reservoir,
For Permit --* [Form G-101) for Such Proposals)

Form G-103
Adapted 10-1-74
Revised 10-1-78

5. lndicate Tym;' of 7l.u;n‘c
Stute D

S State Lease No,

™. Type of well Geothermal Producev D Temp. Observation —U 7. Unit /\gru.mun Name
! Low-Temp Thermal ] Injection/Disposal A@ N L I o
».2 N;r‘r;;(’)f opc'r‘ﬁfr T T 8. Farm or Lease Name
5 - e
} 3. Address of Operator 9. Well No.
{ S S
T4, Location of Well 10. Field and Pool, or Wildeat
;4 L
Unit Letter Feet From The Line and __ e Feet From
; The . _ Line, Section __ Township Range NMPM.

, \\X\\\\\\\\\&\\\Nm Eievation (Show whether DF, RT, GR, etc.]

12 Corunlr);

NOTICE OF INTENTION TO:

Check Appropriate Box To Indicate Nature of Notice, Report or Other Data
SUBSEQUENT REPORT OF:

PCRFORM REMEDIAL WORK [__] PLUG AND ABANDON D REMEDIAL WORK D ALTERING CASING
TEMPORARILY ABANDON [__—J COMMENCE DRILLING OPNS, [:] PLUG & ABANDONMENT
PULL OR ALTER CASING D CHANGE PLANS D CASING TEST AND CEMENT 408 D

OTHER

O

OTHER

17. Deseribe Proposed or completed Operations (Clearly state all pertinent details, and give pertinenet dates,

proposed work) SEE RULE 203.

» "48"
~5709-A

Exhibit
Order No.

tlereby ul“fs nu( «m totatation above iy e uud uumplcw to the hcsl ul my kmmlu};: and hclwl

I

SIGNED THTLE

APPROVED Y ThLE

CONDITIONS OF APPHOVAL, IF ANY

including estimated date of sturting any

L DATE

e DATE .

’JZZJ;,I.L},.O; \\ ' \\\ \‘ 3

|

i

[



OIL CONSERVATION DIVISION

Forn G-104
STATE OF NEW MEXICO P ©.BOX 2088 Adupted 10-1-74
ENERGY ano MINERALS DEPARTMENT  SANTA FE, NEW MEXICO 87501 Revised 10-1-78
CERTIFICATE OF COMPLIANCE
AND AUTHORIZATION TO PRODUCE
GEOTHERMAL RESOURCES

OWNER OR OPERATOR
Name __ B
Address
TYPL OF WELL .
Geothermal Producer | ] Low-Temperature Thermal | ] Injection/Disposal [ ]
REASON FOR FILING
New Well | ] Recompletion | ]
Change in Ownership [ ] Designation of Purchaser { ]
Other (Please Explain) [ ]
DESCRIPTION OF WELL
Leuse Well Name of
Name No. Rescrvoir
Kind of Lease Lease
(Fee, Fed. or State) Number
LOCATION
Unit _
Letter ; feet from the line and

feet from the line of
Section Township Range
County

TYPE OF PRODUCT
Pry Steam and Low Temp.
Steam Water Thermal Water

DESIGNATION OF PURCHASER OF PRODUCT
Name of
Purchaser

Address of

I:mch;lm ’ Exhibit wqge
:;U;I:M‘\:.l” Oorder No. R-5709-A
¢ Uised bot

CERTIFICATE OF COMPLHIANCE

I hiereby certity that all rules and regulations concerning geothermal resources wells in the State of New Mexico, us
promuleated by the Oib Conservation Division of New Mexico, have been complicd with, with respect to the
subyect welloand et the intormation given above s true and complete to the best ot my Knowledyee and belet.

o Date

Signed o — - - - Position __

Approved . S O SN | 0211 F 1171 SRS 0 11 L



OIL CONSERVATION DIVISION

form G-105
STATE OF NEW MEXICO P. 0. BOX 2088 fk“k‘?teg }8-}-;;
ev1se - 1=
ENERGY ano MINERALS DEPARTMENT SANTA FE, NEW MEXICO 87501

GEOTHERMAL RESOURCES WELL LOG

Operator I —
Address
Reservoir __.
Lease Name Well No. _____  __ Unit Letter
Location: _ feet from the line and
feet from the line Section
Township Range County
FORMATIONS PENETRATED BY WELL
DEPTH TO B B Dritle o
Thickness rilled or . .
Top of Bottom of rekness Cored Recovery DESCRIPTION
lIFormation Formation

Attach Additional Sheets if Necessary

This form must be cccompanied by copies of electric logs, directional surveys, physical or chemical logs, water analyses, tests,
and temperature suiveys (See Rule 205).

Exhibit "50"

n P _A
CERTIFICATION Order No. R-5709

t heieby centdy teat the indanmation given above ond the data and matenal attached hereto are tiue and compiete 10 the best ot
my knowtedage and betief.

Signed ___ L Position .. .. e . Date




OIlL CONSERVATION DIVISION
P.O. BOX 2088

STATE OF NEW MEXICO
ENERGY anp MINERALS DEPARTMENT

SANTA FE, NEW MEXICO 87501

GEOTHERMAL RESOURCES WELL SUMMARY REPORT

Form G-106

Adopted 10-1-74
Revised 10-1-78

TatOr ——— o Address o
coase Name _ _ . _ Well No._____ . e
Unit Letter ____ . Sec.. Twp., . _Rge - - B
Reservoir ___ County
Commenced drilling _ GEOLOGICAL MARKERS DEPTH
Completed dritiing [ S
Total depth __ o Plugged depth - e
Junk e - e
Commenced producing Geologic age at total depth: o
(Date)
Static test Production Test Data
_ P S e
Date Shut-in well head Total Mass Flow Data Separator Data
Temp. ' | Pres. Psig Lbs/Hr Temp. *F | Pres. Psig. | Enthalpy Orifice Water cuft/Hr |Steam Lbs/Hr | Pres. Psig. | [emp.
CASING RECORD (Present Hole)

) 7.\'|1< . Suv:r - r-\\r'rclghi ] ‘7(}rud;:”¥ New R E:nnlus;A W”l)cplh“ o 'l'(;prvﬁ T Number ' T;)[; T ;c-n;o:'.nrlr'l‘u s
of of ot of or or of of of Sacks of ’ !
Hule | Casing Csg/ft. Casing Used Lapweld Shoe Casing “ement Cement Determined By

SN S 5 S D S . [0 G AU SRS .- SR

R [, e RSN FSSR NN S ——— S JRS S

PERFORATED CASING
(Size, tap, bottom, perforated intenvals, size and spacing of perforation and method.)

VYas snalysn of etttuent made? Hledtreal log

CERTIFICATION

b hereby cortify that the informanon given above and the data snd materisd attached horeto are trtae add complete to the

test of my koowledye and bahet

Signed

depths _,

Exhibi

Order No.

. _Position

t "51"

ature tog depths

R-5709-A

Date




STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
P. O. BOX 2088
SANTA FE, NEW MEXICO 87501

.

GEOTHERMAL RESOURCES WELL HISTORY

form G-107
Adopted 10-1-74
Revised 10-1-78

Operator Address .
Lease Name Well No.

Unit Letter Sec. Twp. Rge

Reservoir County

It is of the greatest importance to have a complete history of the well. Use this forin to report a full account of all important
operations during the drilling and testing of the well or during re-drilling, altering of casing, plugging, or abandonment with the dates

thereof. Be sure to include such items as hole size, formation test details, amounts of cement used, top and bottom of plugs, perforation
details, sidetracked junk, bailing tests, shooting, and initial production data and zone temperature. (Attach additional sheets if necessary.)

Date

CLRTIFICATION

Exhibit "s2"
Order No. R-5709-A

1 hereby coruty that the iformation given above and the date and matenal attached hereto are true and complete to the best of my knowladye

and behwt,

Signed ____ .

o Position _ e Date



OIL CONSERVATION DIVISION form G108
E ERGETMEwﬂrisﬁ\fs%iﬂggwem b. 0. BOX 2088 Revised 10-1-/8
N AND SANTA FE, NEW MEXICO 87501

MONTHLY GEOTHERMAL PRODUCTION REPORT

SUBMIT IN DUPLICATE "”M(‘;{I‘OF"""W T T
v Operator 7 ‘ Add;u? N o {
rl;agc o Reservoir County ‘
'Name I - |
_NOTE: Report actual production (NOT SALES). Use Form G-109 for water injection welb, e 1
i‘ Total Dry | Minerals Method No If well |
; Flow Flow ’
! mass steam Water produced of days not en
: temp. pres.
‘Well !Unit produced produced °F) (psig) produced | (type and Prod wel! production,
; ‘ : |
t No. | Ltr. iSec. | Twp. Rge | (Lbs x 106) | (Lbs x 106} | | tacre-feet) tons) (F. or P} | prod state reason '
]
|
‘ I o
; i - - Exhibit "s53" | ?

! | , | Order No. R-5709-A i
| I .

i l | i a i | i : | x
.r..__..,._.L.._--«,, L PR U SUN r— e st e e e e e M-»..mw,..._.——-...._rv. . 71 — / /.| — JT -__i.h_., . ]_ﬂ. ‘/,/, - 7/.// R \

TOTALS ' /7 o’ ;//// L / W

R/ i/

I hereby certity that the intormation above is true and complete to the best of my knowledge and beliet.

R (Signature) ' o T » (ritle) S 7 ’ T w«»“)““.)v»



STATE OF NEW MEXICO
ENERGY ano MINERALS DEPARTMENT

OIL CONSERVATION DIVISION
P.O. BOX 2088
SANTA FE, NEW MEXICO 87501

MONTHLY GEOTHERMAL PURCHASER’'S REPORT

!j Month of

e

Form G-109
Adopted 10-1-74
Revised 10-1-78

M1 user's ' [Address
blooe .
! of - ~ Purpose T Producer’s o
Lesnzation Name
Lease Field County
WELL LOCATION Product” Total Mass, Total Vol,, Total Vol., Temp. Pres.
NO. Iur S T %1 Purchased Lbs. x 106 Acre Feet Gallons 1 °F psi
b S L .
Exhibit "54"
Order No. R-5709-A
;utnls
Residual | JAere Gattons 1 Tvispesition T
Water beet
HVl’\;"x" :||7|\7l \\vr.'hlA of ' o ) T ‘ hl‘;"‘”“""”'n‘ R T T o
i Minerals Fxtracted of Minerals
i — - . P
*State type of product: Dry Steam, Geothermal Water, Low-Temp. Thermal Water, ete.
VTotal Volune i Gallons tor Low-Temp. Thennat Wells Ondy
[ hereby cortity that the above information s true and complete o the best of my knowledge and belief.
Remarks: _ e Name e e e —
Title e Date .




ENERGY ano MINERALS DEPARTMENT

STATE OF NEW MEXICO

OIL CONSERVATION DIVISION
P. O BOX 2088

SANTA FE, NEW MEXICO 87501
MONTHLY GEOTHERMAL INJECTION REPORT

Form G-110
Adopted 10-1-74
Revised 10-1-78

ﬁi&{iﬂ of

¢ ator [Address )
| Lease B Ficld Count y
Name
Well Location P.M., | Acre Feet w»rh#/‘\;f.:.msnﬁrf. A”V:‘Tremp. ‘ACumuIati\;e N-Niairrne of Source o
No. luL]| s T R or D. Water inj. Inj. Pres. Inj. Wtr, Water Inj. Inj. Zone of Water
i Exhibit "55"
! Order No. R-5709-A
g |
| |
i | !
r pali AR (et — y i B ' Y s 4 ¥ F T, "—"——-“—“ﬁ'r' y oy 4 /“ = oy & b o a o ,' - ’
TOTALS ZZzZZ/ A

PM. is injection into a producing zone for the purpose of building up or maintaining pressure.

D. is injection into a zone other than a producing zone for disposal purposes,

P heweby cernty that the above is true and complete 1o the best of my hnowledge and belief.

Remarks: _ .

Name

Company

Title

e BDate
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OIL CONSERVATION DIVISION
STATE OF NEW MEXICO 6 6 BOX 2088
ENERGY anD MINERALS DEPARTMENT SANTA FE. NEW MEXICO 87501

APPLICATION TO PLACE WELL ON INJECTION-GEOTHERMAL RESOURCES A

Fann G-112
Adopted 10-1-74
Revised 10-1-78

rator “iAddress
3¢ Name Well No. Field County T
Location
Unit Letter __________;WellistLocated__________ _FeetFromThe ___ __tlineAnd ______ _F romThe
Line, Section Township Range NMPM.
CASING AND TUBING DATA
NAME OF STRING SIZE SETTING DEPTH SACKS CEMENT TOP OF CEMENT TOP DETERMINED_QV
Conductor Pipe
Surface Casi;\g
tong String T
Tubing Name, Model and Depth of Tubing P;cker
Top of Formation Bott f Formation

Name of Proposed Injection Formation

ts Enjection Through Tubing, Casing, or Annulus? Perforations ¢ Open Hole?

Proposed Interval(s) ot Injection

|15 This a New Well Drilled For

11 Answer is No,_FoTWWhal Purpose wasrvv_éllvarrogiyriérny Drilled? [Has Well Ever Beer
tnjection ? Other Than the Prc

‘orated in Any Zons
d Injection Zone?

List All Such Pcrlorala‘ Ir\terv;.l;and Sacks of Cement used to Seal Off or Squeeze Each

| De;)th vaaro}rc;m of Deepe—st Fresh Water Zone Is This Imection 12'" Purpose of Pressure Maintenance
or water Disposal? (See Rules 501 and 502)

in This Area

A;{W:ﬁ Yes Er”N(')_Wih';:lh'er lhé;éu;;vi“ﬁé"vivvaters are}\;incralized TWa"iér io be Injected M‘ N‘;iurzﬁwgl-;rHlli-iajeétion _"A_re
1o such a Degree as to be Untit for Domestic, Stock, trrigation, ' t Zone
or_Other General Use— X H

T T - T
Anticipated Daily Minimum 1 Maximum Open or Closed Type {s Injection to be by Gravity or Approx. Pressure (psi)
Injection ! System Pressure?
Volumae A| :
er Analyses Attached?

| Name ana Address of Surface Owner (or Lessee, if State or Federal Land)

List Names and Addresses of all Operators Within One-Half (42} Mile of This Injection Well

Exhibit "57"
Order No. R-5709-A

fﬁa;/er Cémés ol thes Apphci\tmn Been 1‘
iSent 1o Each Operator Within Ope- X
riall Mide of this Weil? : Yes C] No C]
Ae e bod swang Hern Adtachned to il of Avea ii teclocad Loy :D«a- natic Shetch of wetd
‘tnis Application (seo Rule 503) ' ! . - 1 - i
L . L hlNes 0 w ] ! Yes L:] No i”_).._-_ L 3 no [
I hereby certify that the information above is truc and complete to the best of my knowledge and ef.
T (Titte) ' B (Date)

7 (Signature]

NOTE: Showuld waivers from all operators within one-half nule of the proposed injection well
application, the New Mevico Oil Canscervation Division il hold the applicatton for a pevod of 20 days fro
by the  Division's  Santa Fe office, If at the end of the 20-day walting period no prolest s been received hy

the apphication will be processed, 1f o progest (s received, the application will be set for heaving, o the applic

RULE 503

accompany this
¢ dare of receipt
Sunta Fe office,
o requests. SEY



OlL CONSERVATION DIVISION
PO HOX 2088
SANTA FE, NEW MEXICO 87501

STATE OF NFW MEXICO
ENERGY ano MINLRALS DUPARTMENT

DESIGNATION OF AGENT

Fn comphuance  with Rule 100, New  Mexico . i Conservation Division Rules o

Geothenal Resourees, . e

{Nmm; a)f Operator)

Adopted 10-1-74
Revised 10-1-78

Regulations,

whose address s . B Oy, N

State . ., hereby designates . } I
{Name of Designee)

whose address s - RN , City

New Mexico, as agent, who shall be the repository for all well records for cach ge

<

qrmal well dnlled

by e S
{Name of Operator)

e

in the State of New Mexico

Further, that in accordunce with Rule 200 B of said Rules and Regulations, all such well re
custody of said Designated Agent within the State of New Mexico until all required forms and attac
cach such well have been filed with the Division,
normal business hours, by the  Division or its representatives, or the State Engincer or his represer

and that these well records shall be available |

This Designation supersedes all previous designations made for the above-described purpose.

Comes now , after being first duly sworn, w
deposes and says that he (or she) has read the ftoregoing and that he (or she) is familiar with sam
power and authority to do so, he (or she) hereby executes this Designation of Agent.

s shall remain in
‘nts pertaining to
nspection, during
res.

his (or her) oath
id that with full

Signature

Position

SUBSCRIBED AND SWORN to before me on this ___. day of

19

My Commission Expires:

Notary Public

. AGENT'S ACCEPTANCE:

Comes now , after being first duly sworn, vpo
deposes and says that he (or she) has read the foregoing and that he (or she) is familiar with same.

hereby accepts Designation of Agent for

is (or her) oath
I that he (or she)

in

. . . R Name of Operator]
accordance with and subject to the above conditions and provisions. f

Designated Agent

SUBSCRIBED AND SWORN to before me on this. dayof L .

19

My Commission Expires:

Notary Public

*Shontd the owner cr operator Tilng this form <hoose to appot more than one agent. coch fora

N 3 A A » A\l
New Mexica™ shoutd be deleted, and “County(ies) ot inserted, with the o
sepatate form must be tled tor each agent.

NOTE:  An mdividual who is o resident of New Mexico may despiate hamselfas agent.

l‘!"’)BH

"o i(:’() e"\

Fxhibit
v oy Ty . 12

moarea, UState of
wy(ies) named. A



