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ENERGY AND MINERALS DEPARTMENT 
OFFICE OF THE SECRETARY 

STATE OF NEW MEXICO 

BRUCE KING POST OFFICE BOX 2770 
113 WASHINGTON AVENUE 

SANTA FE. NEW MEXICO 8750 
(505! 827-3471 

LARRY KEHOE September 3, 1981 

Ms. Frances Phillips 
Acting Regional Administrator (6A) 
United States Environmental Protection Agency 
Region VI 
1201 Elm Street 
Dallas, Texas 75270 

Dear Ms. Phillips: 

Enclosed herein i s the State of New Mexico's Application for State Primacy 
Status over Class I I Underground Injection Wells as provided by Part C, 
Section 1425 of the Safe Drinking Water Act, Public Law 93-523 as amended. 

This application constitutes a complete State submission under Section 1425 
and includes a l l the following elements: 

a. Letter from the Governor 
b. Program Description ( , , „, •;' 
c. Statement of Legal Authority (<*•>"• •'• • '•' 
d. Copies of Pertinent Statutes and Regulations 
e. Copies of Pertinent State Forms N ___ ̂ N 

f. A signed copy of a Memorandum of Agreement '^•~}-J- '5 ' - ' ~ 

The Oil Conservation Division of this Department w i l l continue to regulate 
injection activities associated with o i l and gas production after primacy 
status has been granted. We look forward to continued association with 
the EPA in carrying out the c r i t i c a l task of protecting New Mexico's fresh 
-underground water from pollution. 

Thank you for your consideration of this application. 

LK/pc 



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

BRUCE KING 
GOVERNOR 

LARRY KEHOE 
SECRETAHY November 6, 1981 

POST OFFICE BOX 20SB 
STATE LAND OFFICE BUILDING 
SANTA FE. NEW MEXICO 87501 

(505) 827-2434 

Dick Whittington, Regional Administrator 
USEPA Region VI 
1201 Elm Street 
Dallas, Texas 75270 

Dear Mr. Whittington: 

Based upon Headquarters Comments dated November 3, 1981, on New Mexico's 
Primacy Application, the Division hereby submits the following c l a r i f i c a t i o n , 
point by point. 

Issues 

(1) The legal certificate has been revised to satisfy the expressed 
concerns and i s attached hereto. Please insert pages numbers 
6 and 7 in place of those originally submitted September 15, 
1981. Page 8 should now be deleted. 

(2) The Division i s not requesting primary enforcement authority 
over Indian lands in New Mexico. The Division i s agreeable 
to discussing an MOA with EPA Region VI concerning Indian lands. 

(3) The Division aquifer exemption program as agreed to in the MOA 
with Region VI meets the requirements of the Section 1425 
guidance and 40 CFR Part 146.04. This issue evidently arises 
concerning the aquifer exemption discussion in the program 
description. I reiterate here that aquifer exemptions subsequent 
to program approval w i l l be sent to EPA. Forty-five days w i l l 
be provided for disapproval by the Administrator of any such 
exemption. Any such disapproval shall include the reasons 
therefor. 

(4) That the words higher quality as used in Rule 701 D 3 anticipate 
injection of naturally occurring produced brines which have TDS 
and major constituent levels less than the native fluids with 
no additives in the injected stream. 

(5) The word "variances" used as in the heading at "10" on page 26 
of the application was used erroneously and should have stated 
"exemptions." The word(s) Variance(s), wherever found throughout 
the primacy application should be amended to read exemption(s). 
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Letter to Dick Whittington 
November 6, 1981 

The end result of the exception process w i l l be to permit 
non-standard ac t i v i t i e s , equipment, or processes which recog
nize unusual or unique conditions without endangering under
ground sources of drinking water. 

The Division w i l l accept the clarification in the two foregoing 
paragraphs in a revised MOA. 

(6) The primacy application f u l l y discusses the manner i n which the 
Division and the Geological Survey cooperate i n UIC permitting 
and subsequent activities. In deferral, the requirements, 
actions, or policies which, prevail are those which may be con
sidered more rigorous, or equivalent but different, and which 
in a given situation w i l l result in accomplishment of the 
common goal of protection of USDWS to an equal or greater degree. 

(7) For purposes of preventing endangerment to underground sources 
of drinking water under this program, the term "fresh water" 
and the term "USDW", as previously defined in the MOA, are 
equivalent. 

W. PERRY PEARGE 
Assistant Attorney General 



S T A T E O F N E W M E X I C O 
O F F I C E O F T«»E G O V E S N O P 

SAJTTA F E 
S 7 S 0 3 

BRUCE KING 
September 3, 1981 GOVERNOR 

Ms. Frances Phillips 
Acting Regional Administrator (6A) 
United States Environmental Protection Agency 
Region VI 
1201 Elm Street 
Dallas, Texas 75270 

Dear Ms. Phillips: 

Herewith i s transmitted the State of New Mexico's o f f i c i a l request for 
approval of i t s primacy application for the operation of a Class I I 
Underground Injection Control Program as authorized by Part C, Section 
1425 of the Safe Drinking Water Act, Public Law 93-523 as amended. 

This application contains a l l those elements required by the United 
States Environmental Protection Agency and the Act and hereby affirms 
the State of New Mexico's willingness to carry out the program described 
herein through the Oil Conservation Division of the New Mexico Energy 
and Minerals Department which by this letter is so designated as the 
jurisdictional agency to implement such program of regulation. 

The Oil Conservation Division (OCD) has the statutory authority, avail
able expert personnel and the fiscal capabilities necessary to carry 
out such a program of regulation of those wells in New Mexico which 
inject fluids for the purposes of enhanced recovery of o i l or gas, the 
storage of hydrocarbons and the disposal of fluids brought to the 
surface in connection with the production of o i l and gas. 

A similar program has been carried out by the OCD under State law for 
many years. During the three years since the beginning of the federal 
UIC Program, the State program has been enhanced to the degree that we 
feel completely confident in the OCD's abilit y to effectively protect 
the State's v i t a l fresh ground water from pollution by o i l and gas 
related fluid injection processes. 
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Letter to Ms. Frances Phillips 
September 3, 1981 

I do hereby request that the State of New Mexico be granted primacy over 
the Class I I Underground Injection Control Program provided for in Sec
tion 1425 of the Safe Drinking Water Act. 

I confidently await a favorable decision allowing New Mexico this 
primary enforcement authority status. 

Sincerely, 

BftUCE KING 
Governor 

BK/lk 
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PROGRAM DESCRIPTION 

a. Program structure, coverage and scope. 

1. Background 

The New Mexico Oil Conservation Commission was created i n 1935. 

The Act creating the Commission gave i t three broad areas of responsibility: 

1. The prevention of waste of o i l and natural gas. 

2. The protection of correlative r i g h t s . 

3. The protection of fresh water. 

To protect fresh water, current regulations prohibit i n j e c t i o n into 

any aquifer containing ground water with a t o t a l dissolved solids concentration 

of 10,000 mg/1 or less which is not an exempted aquifer. 

Subsurface in j e c t i o n of fl u i d s began i n New Mexico almost t h i r t y years 

ago with the injection of produced salt water back into o i l producing zones. 

The Commission regulated these operations from t h e i r beginning. 

In a 1977 state government reorganization, the duties of the Commission 

were transferred to the Oil Conservation Division (OCD) which was created as 

part of the new Energy and Minerals Department. The Commission, whose members 

are the Oil Conservation Division Director, the State Geologist, and the State 

Land Commissioner, continues to hear o i l and gas cases on appeal, or i n the 

f i r s t instance i f they are judged to be of s u f f i c i e n t importance. The Oil 

Conservation Division now regulates a l l o i l , gas, CÔ  and geothermal d r i l l i n g , 

production, i n j e c t i o n , storage, transportation, t r e a t i n g , r e f i n i n g , and 

associated waste disposal operations throughout the state. 

2. OCD Organization 

The OCD includes a central administrative o f f i c e i n Santa Fe and four 

D i s t r i c t offices. D i s t r i c t s I and I I encompass the producing counties i n the 

southeast where most in j e c t i o n takes place. D i s t r i c t I I I includes the producing 
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counties i n the northwest. D i s t r i c t IV, which includes most of the remaining 

counties, has i t s headquarters at the main of f i c e i n Santa Fe. (See Exhibit I -

D i s t r i c t Map.) Sixty people are employed by the OCD i n i t s four o f f i c e s , (See Exhibit 

I I - Table of Organization for a l i s t i n g of employees' d i s t r i b u t i o n between offices $ 

and for job t i t l e s ! . ) 

Complete well records for each D i s t r i c t are maintained at the D i s t r i c t 

offices and well records for the entire state are located i n Santa Fe. The data 

processing.section i n Santa fr'e compiles the d r i l l i n g , production, i n j e c t i o n , disposal, 

transportation, and processing data submitted by operators and refiners and publishes 

extensive summaries of o i l and gas a c t i v i t i e s , including i n j e c t i o n . 

Tlie Division budget for the state f i s c a l year which began July 1, 1981 

is $1,884,800 which includes a projected $157,000 i n federal UIC funds. 

3. Class I I Injection Wells 

Injection i n connection with o i l and gas operations is taking place at 

present i n the San Juan Basin i n the northwest quadrant of the state ( D i s t r i c t I I I ) 

and i n the Permian Basin i n the southeast quadrant ( D i s t r i c t s I and I I ) . There 

are.no Class I I i n j e c t i o n wells i n D i s t r i c t IV at the present time. 

At: the beginning of 1981 there were 3,586 active Class I I wells included i n 

secondary recovery and pressure maintenance projects. Of these wells, 3,209 

are located i n the southeast and 377 i n the northwest. Salt water and fresh water 

are the primary flu i d s injected. Some treated effluent from municipal sewage 

plants is also injected. Natural gas is injected to maintain pressure i n some wells 

and large scale i n j e c t i o n of CÔ  for t e r t i a r y recovery is anticipated i n a few years. 

Other Class I I wells included, i n January, 247 active sa l t water disposal 

wells i n the southeast and 16 i n the northwest. In addit ion, there are 19 LPG 

storage wells located i n the southeast. 
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The waterflood and pressure maintenance inj e c t i o n well inventory for the 

UIC program has been completed through 1979. Listed i n the inventory are 395 

active and inactive or abandoned water flood and pressure maintenance projects 

which include 3680 in j e c t i o n wells and 4436 active producing wells. Injection 

volumes for 1979 tot a l l e d 226,034,524 barrels of water and 16,838,675 mcf. of gas. 

Injection volumes for salt water disposal wells i n 1980 to t a l l e d 138,662,464 barrels. 

4. Statutory Authority for the UIC Program 

Primary authority for the regulation of Class I I wells is vested i n the 

Division by the Oil and Gas Act (Section 70-2-1 through 70-2-36, New Mexico Statutes 

Annotated, 1978 Compilation). Many of the provisions of the Act refer to the 

prevention of waste of o i l and gas. In many cases, however, th e i r enforcement also 

serves to protect underground sources of drinking water. As outlined i n the 

Statement of Legal Authority, a number of provisions of Section 70-2-12 confer s p e c i f i 

authority for regulating the construction and operation of in j e c t i o n wells and the 

protection of ground water. Section 70-2-11 (A) authorizes the Division to "make and 

enforce rules, regulations and orders, and to do whatever may be reasonably neces

sary to carry out the purpose of this act, whether or not indicated or specified 

i n any section hereon." Under this provision, a f t e r public notice and hearing the 

Division has adopted Rules for the construction and operation of in j e c t i o n wells. 

The Rules contained i n Section I - SECONDARY RECOVERY, PRESSURE MAINTENANCE, 

SALT WATER DISPOSAL, AND UNDERGROUND STORAGE specify the xequirements for obtaining 

permits to i n j e c t , casing and cementing requirements, operation and maintenance, 

testing and monitoring, plugging and abandonment, and reporting requirements. 

Rule 701. A. PERMIT FOR INJECTION REQUIRED specifies that "The inj e c t i o n 

o f gas, a i r , water, or any other medium into any reservoir for the purpose of 

maintaining reservoir pressure or for the purpose of secondary or other enhanced 
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recovery or for storage 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." 

Other Rules Sections en t i t l e d MISCELLANEOUS RULES, DRILLING, ABANDONMENT <1 

AND PLUGGING OF WELLS, REPORTS, RULES ON PROCEDURE, AND RULES ON ADMINISTRATION 

contain Rules which are applicable to both production and in j e c t i o n wells. 

Specific rules are referred to i n appropriate sections of this description. 

5. UIC Program 

Under Division Rule 701-A, permits for new secondary recovery and pressure 

maintenance projects are granted by Division Order only after public notice and 

hearing. Most salt water disposal wells are also approved after a hearing. Exceptions 

to the hearing requirement for water flood expansions, some salt water disposal 

wells, and storage wells are spelled out i n 701-B through G. Administrative 

approval without a hearing can be granted i f the proposed wells meet the requirements 

of these sections. 

Before in j e c t i o n can be started i n any wel l , a mechanical i n t e g r i t y test 

of the well must be conducted.. Division Field Inspectors witness most such tests. 

Operators of injection wells are required to keep accurate records and f i l e 

monthly reports of the volume of fluids injected and in j e c t i o n pressures. Operators 

of LPG storage wells f i l e annual reports. 

Yearly bradenhead tests are currently conducted on almost a l l i n j e c t i o n wells t 

assure their continuing mechanical i n t e g r i t y . Field Inspectors witness these tests 

i n most cases. Wells found to be defective must be repaired by the operators or plugged 

under Division supervision. 

When drinking water wells become contaminated by salt water or other 

contaminants, test wells are d r i l l e d and water samples analyzed to determine 

the contamination source. To date such studies have indicated that a defective 

injection well was the probable cause of contamination i n only one instance. 
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When Rule violations or violations of the Orders permitting i n j e c t i o n 

operations are encountered, Field Inspectors and D i s t r i c t Supervisors contact 

the operator(s) d i r e c t l y or by l e t t e r and require that the necessary repairs or 

changes i n procedures be made. The Division Director w i l l contact the operator(s) 

i n cases of serious or persistent violations. Legal action seeking fines may be 

taken by the Director against operators for repeated or serious vio l a t i o n s . 

Each D i s t r i c t submits a monthly report of i t s UIC a c t i v i t i e s to the 

Santa Fe o f f i c e . The reports l i s t the number of wells inspected, the types of 

tests conducted, the number and types of problems encountered, and the enforcement 

actions taken. These reports are summarized i n semi-annual reports to EPA. 

Most Division s t a f f members devote some, or i n some cases, most of t h e i r 

time to UIC a c t i v i t i e s . I n FY 80, twenty-seven of the thirty-one employees i n Santa 

Fe devoted an average of 15.17 per cent of th e i r time to UIC work. In the three 

D i s t r i c t offices, twenty-six of the twenty-seven employees devoted an average 

of 23.65 per cent of th e i r time to UIC work. The higher percentage i n the D i s t r i c t s 

r e f l e c t s the large amount of time spent by Field Inspectors inspecting and testing 

i n j e c t i o n and related production wells. 



Progra.m EJescription 

-6-

bc Permitting Process 

1. Application and Hearing Requirements 

Prior to beginning injection.., a l l injection wells and in j e c t i o n projects 

must receive a permit to i n j e c t by an . order of the Division. • Such orders 

(permits) are issued by the Director after public notice and hearing or by 

administrative procedure as specified i n Rule 701., as follows: 

RULE 701. INJECTION OF FLUIDS IIITO RESERVOIRS 

A. Permit for Injection. Required 

The i n j e c t i o n of gas, l i q u e f i e d petroleum gaa, a i r , water, or any other medium into any 
reservoir for the purpose of maintaining reservoir pressure or for the purpose of secondary or other enhanced 
recovery or for storage or the i n j e c t i o n of water into any formation for the purpose of water, disposal s h a l l 
be permitted only by order of the Division a f t e r notict! and hearing, unless otherwise provided herein.' 

B. Method of Making Application 

1. Apnlications for authority for the i n j e c t i o n of gas, l i q u e f i e d petroleua 
peCroleum gas, a i r , water or any other medium into any formation for any 
reason, including but not necessarily l i m i t e d to th» establishment of or 
the expansion of water flood projects, enhanced recovery projects, pressure 
maintenance projects, and sa l t water disDosal, s h a l l be by submittal of 
Division For? C-103 complete with a l l attachments. 

2. The: applicant shall furnish, by c e r t i f i e d " or registered mail, a copy of the 
application to the owner of the surface of the land on which f>ach i n j e c t i o n 
or disposal well is to be located and to each leasehold operator w i t h i n one-
ha l f mile of the w e l l . 

3. • Administrative Approval 

I f the application i s for administrative approval rather than for a hearing, 
i t Must also be accompanied by a copy of a legal publication published by 
the applicant in a newspaper of general c i r c u l a t i o n i n the county i n which 
the proposed i n j e c t i o n well i s located. (The d e t a i l s required i n such legal 
notice are l i s t e d on Side 2 of Form C-108.) 

Ho application for administrative approval may be approved u n t i l 15 days 
following receipt by the Division of Form C-108 complete with a l l attachments 
including evidence of mailing as required under paragraph 2 above and proof 
of publication as required by paragraph 3 above. 

I f no objection is received w i t h i n said 15-day period, and a hearing is not 
otherwise required, the application may be approved administratively. 

C. Hearings 

I f a w r i t t e n objection to any application for administrative approval of an i n j e c t i o n 
•well i s f i l e d w i t h i n 15 days af t e r receipt of a complete application, or i f a hearing is required by 
these rules or deer.ed advisable by the Division Director, the application shall be set for hearing 
and notice thereof given by the Division. 
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D. Sale Water Disposal Wells 

1. 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, irr i g a t i o n , or other general use, and when 
said waters are to be disposed of into a fonnation older than Iriassic (Lea' 
County only) which is nonproductive of o i l . or gas within a radius of two 
miles from the proposed injection well, and provided no objections are received 
pursuant to Rule 701-B(3). 

2. Disposal w i l l not be permitted into zones containing waters having total 
dissolved solids concentrations of 10,000 mg/1 or less except after notice 
and hearing, provided however, that the Division may establish exempted 
aquifers for such zones wherein such injection may be approved administratively. 

3. notwithstanding the provisions of paragraph 2. abov*», the Division Director 
nay authorize disposal into such zone3 i f the waters to be disposed of are of 
higher quality than the native water in the disposal zone. 

E. Pressure Maintenance Projects 

1. Pressure maintenance projects are defined aa 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. A l l applications for establishment of pressure maintenance projects shall be set for 
hearing. 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. 

3̂  Pressure maintenance projects may be expanded and additional wells placed 
on injection only upon authority from the Division after.notice and hearing 
or by administrative approval. 

The Division Director shall have authority to grant an exception to the 
hearing requirements of Rule 701-A for the conversion to injection of 
additional wells within a project area provided that any such well is 
necessary to develop or maintain efficient pressure maintenance within 
such project and provided that no objections are received pursuant to 
Rule 701-B(3). . 

F. Hater 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 o i l from other 
wells in the area, and shall be limited to those areas in which the wells 
have reached an advanced state of depletion and are regarded as what is 
commonly referred to as "stripper" wells. 

2. A l l applications for establishment of water flood projects shall be set for 
hearing. 

lhe 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 a l l 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 are3 i f , after notice and hearing, i t has been 
established that such additional units have wells completed thereon which 
have experienced a substantial response to water injection. 
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3. The allowable assigned to wells in a water flood project area shall be equal 
to the a b i l i t y of the wells to produce and shall not be subject to the depth 
bracket allowable for the pool nor to che market demand percentage factor. 

Nothing herein contained shall be construed as prohibiting the assignment of 
special allowables to wells in buffer ::ones after notice and hearing. Special 
allowables may also be assigned in the limited instances where i t is established 
at a hearing thai: i t is imperative for the protection of correlative rights to 
do so. 

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

The Division Director shall have authority to grant an exception to the hearing 
requirements of Rule 701-A for conversion to injection of additional wells 
provided that any such well is necessary to develop or maintain thorough and 
efficient waterflood injection for any authorized project and provided that no 
objections are received pursuant to Rule 701-3(3). 

C. Storage Wells 

The Division Director shall have authority to grant an exception to the hearing require
ments of Rule- 701-A for the underground storage of liquafied petroleum gas or liquid hydro
carbons in secure caverns within massive salt beds, and provided no objections are received 
pursuant to Rule 701-8(3). 

In addition to the f i l i n g requirements.of Rule 701-B, the applicant for approval of a 
storage well under this rule shall f i l e the following: 

1. With, the Division Director: 

(a) A plugging bond in accordance with the provisions of 
Rule 101; 

2. With the appropriate d i s t r i c t office of the Division 
in TRIPLICATE: 

(a) Form C-101, Application for Permit to d r i l l , Deepen, 
or Plug Back; 

(b) Form C-102, Well Location and Acreage Dedication 
Plat; and 

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

As i n d i c a t e d i n Rule 701.B. above, a l l applicants f o r permits t o i n j e c t 

must submit D i v i s i o n Form C-108, complete w i t h a l l attachments, signed by the 

applic a n t or h i s responsible employee, and i n d i c a t e whether or not the a p p l i c a 

t i o n q u a l i f i e s f o r a d m i n i s t r a t i v e approval i n the judgement of the a p p l i c a n t . 

Info r m a t i o n on each w e l l proposed f o r i n j e c t i o n , as w e l l as i n f o r m a t i o n on a l l 

other wells i n the one-half mile area of review, and proof of n o t i c e and c e r t i 

f i c a t i o n , must be submitted on Form C-108, which f o l l o w s : 
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APPLICATION FOR AUTHORIZATION TO INJECT 

OS. CONSERVATION DIVISION 

«T»T» L*HO o»«.t aw(wu 

rORM C-10H 
Revised 7-1-(11 

I . 

I I . 

» „ , 

IV. 

Purpose: D 'Jecnnd:i rv Recovery O Prunsure Maintenance CU 0 i • • -i 1 D'i 
Applicatiun q u a l i f i e s fur administrative approva 

toraqe 

Operator: 

Address: 

Contact party: Phones 

Well data: Complete the data required on the reverse side of this form for each well 
proposed for i n j e c t i o n . Additional sheets may h« attached i f necessary. 

Is this an expansion of an existing project? yes Q no 
I f yes. give the Division order number authorizing) the project 

Attach a map that i d e n t i f i e s a l l wells and leases within two miles of any proposed 
inj e c t i o n well with a one-half mile radius c i r c l e drawn around each proposed i n j e c t i o n 
well. This c i r c l e i d e n t i f i e s the well's area of review. 

* VI. Attach a tabulation of data on a l l wells of public record within the area of review which 
penetrate the proposed in j e c t i o n zone. Such data shall include a description of each 
well's type, construction, date d r i l l e d , location, depth, record of completion, and 
a schematic of any plugged well i l l u s t r a t i n g a l l plugging d e t a i l . 

V I I . Attach data on the proposed operation, including: 

1. Proposed averaqe and maximum daily rate and volume of f l u i d s to be injected; 
2. Whether the system is open or closed; 
3. Proposed average and maximum inj e c t i o n pressure; 
4. Sources and an appropriate analysis of in j e c t i o n f l u i d and compatibility with 

the receiving formation i f other than reinjected produced water; and 
5. I f i n j e c t i o n is for disposal purnoses into a zone not productive of o i l or gas 

at or within one mile of the proposed well, attach a chemical analvsis of 
the disposal zone formation water (may be measured or inferred from existing 
l i t e r a t u r e , studies, nearby weiis, e t c . ) . 

• V I I I . Attach appropriate geological data on the i n j e c t i o n zone including appropriate l i t h o l o g i c 
-detail, geological name, thickness, and denth. Give the geologic name, and deoth to 
bottom of a l l underground sources of drinking water (aguifers containing waters with 
t o t a l dissolved solids concentrations of 10,000 mg/1 or less) overlying the proposed 
inje c t i o n zone as well as any such source known to be immediately underlying the 
inj e c t i o n i n t e r v a l . 

IX. Describe the proposed stimulation program, i f any. 

* X. Attach appropriate lagging and test data on the well. ( I f well logs have been f i l e d 
with the Oivision they need not be resubmitted.) 

• XI. Attach a chemical analysis of fresh water from two or more fresh water wells ( i f 
available and producing) within one mile of any i n j e c t i o n or disposal well showing 
location of wells and dates samples were taken. 

X I I . Applicants for disposal wells must make an affirmative statement that they have 
examined available geologic and engineering data, and find no. evidence of open faults 
or any other hydroloqic connection between the disposal zone and any underground 
source of drinking water. 

X I I I . Applicants must complete the "Proof of Notice" section on the reverse side of t h i s form. 

XIV. C e r t i f i c a t i o n 

\ I hereby c e r t i f y that the information submitted with t h i s application i s true and correct 
* to the best of my knowledge and b e l i e f . 

Name: T i t l e 

Signature: Dates • 

• I f the information required under Sections VI, V I I I , X, and XI above has been previously 
submitted, i t need not be duplicated and resubmitted. .Please show the date and circumstance 
of the earlier submittal. 

X 



FORM C-IOH r , ide 2 

I I I . WELL OATA 

A. The following well data must he guhmitted for i»nch injection well covered by thia application 
The dat.i muat be uoth in tnfiuiur and 3Ctie»':itic furm and shall include: 

( I f Lease name; Well No.; location bv Section, Township, and flange: and footage 
location »Uhin the section. 

(2) Each casino s t r i n g uncd with i t s size, setting depth, sacks'of cement unci), hole 
size, top of cement, and how such top was determined. 

(3) A description of the tubing to be used including i t s size, l i n i n g material, and 
setting depth. 

(4) The name, model, and setting depth of the packer used or a description of any other 
seal system or assembly used. 

Division D i s t r i c t offices have supplies of Hell Data Sheets which may be used or which 
nay be used-as models for this ourpose. Applicants for several i d e n t i c a l wells may 
submit a " t y p i c a l data sheet" rather than submitting the data for each w e l l . 

Be The following must be submitted for each injection well covered by this application. A l l 
items must be addressed for the i n i t i a l well. Responses for additional wells need be shown 
only when d i f f e r e n t . information shown on schematics need not be repented. 

(1) The nam« of the i n j e c t i o n formation and, i f applicable, the f i e l d or pool name. 

(2) The i n j e c t i o n i n t e r v a l and whether i t i s perforated or open-hole. 

(3) State i f the well was d r i l l e d for i n j e c t i o n or, i f not, the o r i g i n a l purpose of the well. 

(4) Give the depths of any other perforated intervals and d e t a i l an the sacks of cement or 
bridge plugs used to seal o f f such perforations. 

(5) Give the depth to and name of the next higher and next lower a i l or gas zone in the 
area of the w e l l , i f any. 

XIV. PROOF OF NOTICE 

A l l applicants must furnish proof that a copy of the application has been furnished, by 
c e r t i f i e d or registered mail, to the owner of the surface of the land on which the well 
i a to be located and to each leasehold operator within one-half mile- of the well l o c a t i o n . 

Where an application i s subject to administrative approval, a proof of publication must 
be submitted. Such proof shall consist of a copy of the leqal advertisement which was 
published in the county i n which the well i s located. The contents of such advertisement 
must include: 

(1) Tho name,, address, phone number, and contact party for the applicant; 

(2) the intended purpose of the injection well; with the exact location of single 
wells or the section, township, and range location of a u l t i p l e wells: 

(3) tho formation name and depth with expected maximum injection rates and pressures; and 

<4) a notation that interested parties must f i l e objections or requests for hearing with 
tho O i l Conservation Division, P. 0. Box 2088, Santa Te, New Mexico 87501 w i t h i n 15 
days. 

NO ACTION WILL BE TAKEN ON THE APPLICATION UNTIL PROPER PROOF OF NOTICE HAS BEEN 
SUBMITTED. 

NOTICE; Surface owners or offset operators must f i l e any objections or requests for hearing 
of administrative applications within 15 days from the date t h i s application was 
sailed to them. 
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Under the provisions of Rule 701.C. through 701.G., the Director may grant 

an exception to the hearing requirement of 701.A. i f he considers i t advisable 

to do so and no objection i s received within f i f t e e n days. Under these Rules, 

i f an application i s judged to be complete and no objections are received during 

the f i f t e e n day waiting period, the Director may issue an administrative order 

approving or denying the applicant a permit to i n j e c t . 

I f the application does not qualify under the Rules for administrative 

approval, or i f an objection i s received, the case i s set for hearing under the 

provisions of Rules i n Section N, as follows: 

N - RULES ON PROCEDURE 

RULE 1201. NECESSITY FOR HEARING 

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

RULE 1202. EMERGENCY ORDERS 

notwithstanding any other provision of these rules, i n case an emergency is found to exist by the 
Division, which, in i t s judgment, requires the making of a rule, regulation, or order without a hearing 
having f i r s t been had or concluded, such emergency rule, regulation, or order when made by che Division shall 
have the same val i d i t y as i f a hearing with respect to the same had been held before tne Division after due 
notice. .Such emergency rule, regulation, or order shall remain in force no longer than 15 days from i t s 
effective date, and i n any event, i t 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 1203. METHOD OF INITIATING A HEARING 

The Division upon i t s own notion, the Attorney General on behalf of the State, and any operator or 
producer, or any other person having a property interest nay in s t i t u t e proceedings for a hearing. I f the 
hearing is sought by che Division i t shall be on motion of the Division and i r by any other person i t shall be 
by application. The application shall be in tr i p l i c a t e and shall state (1) the nane of the applicant, (2) the 
name or general description of che consaon source or sources of supply or Che area affected by the order sought, 
C3) briefly the general nature or the order, rule, or regulation sought, and (4) any other matter required by 
a particular rule or rules, or order of the Division. Ihe 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 w i l l accept such verbal application in order to neet publishing deadlines. However, i f vnritten 
application, f i l e d in accordance with the procedures outlined above, lias not been received by the Division's 
Santa Fe office at least ten days before the date of the hearing, the case w i l l be dismissed. 

RULE 1204. 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 i n a newspaper of general circulation 
"published at Santa Fe, :!ew Mexico, and once in a newspaper of general circulation published in the county or 
-each of the counties, i f there be more than one, in which any land, o i l , or gas, or other property which aay be 
affected i s situated. 
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RULE 1205. CONTENTS OF NOTICE OF HEARING 

Such notice s h a l l be issued l n the name of "The Stats of New Mexico" and s h a l l be signed by the D i r e c t o r . 
of the Division, and the i c a i of the Commission s h a l l be impressed thereon. 

The notice s h a l l specify •..•nether the case i s set for hearing before the Commission or before a D i v i s i o n 
Examiner and s h a l l state the number and st y l e of the case and the time and place of hearing and s h a l l b r i e f l y 
state the general nature of che order or orders, r u l e or ru l e s , regulation or regulations to be promulgated 
or effected. The notice shall- also state the name of the p e t i t i o n e r or applicant, i f any, and unless the 
contemplated order, r u l e , or regulation i s intended to apply to and af f e c t the e n t i r e s t a t e , i t s h a l l 
specify or generally describe the common source or sources of supply which may be affected by such order, 
r u l e , or regulation. 

RULE 1206, PERSONAL SERVICE OF NOTICE 

Personal service of the notice of hearing may be made by any agent of the D i v i s i o n or by any person over 
the age of•18 years i n the sane manner as i s provided by law for the service of summons i n c i v i l actions 
i n the d i s t r i c t courts of t h i s state. Such service s h a l l be complete ac the time of such personal service or 
on the date of p u b l i c a t i o n , as the; case may be. Proof of service s h a l l be by the a f f i d a v i t of the person 
making personal service or of che publisher of-che newspaper i n which publication i s had. Service of the notice • 
s h a l l be mada at least 10 days before the hearing. 

RULE 1207. PREPARATION OF NOTICES 

After a motion or a p p l i c a t i o n i s f i l e d w i t h the D i v i s i o n the notice or notices required s h a l l be prepared 
by the Division and service and publication thereof s h a l l be taken care of by the D i v i s i o n without cost to 
the applicant, 

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

When any party to a hearing f i l e s any pleading, plea, or motion of any character (other than a p p l i c a t i o n 
f o r hearing) which i s not by law or by these rules required to be served upon che adverse party or p a r t i e s , he 
s h a l l at the same t i n e either d e l i v e r or mail to the adverse party or pa r t i e s who have, entered t h e i r 
appearance t h e r e i n , or t h e i r respective attorneys of record, a copy of such pleading, plea, or motion. For 
the purposes of these ruies,•an-appearance of any interested party s h a l l be made e i t h e r by l e t t e r addressed • 
to the Division or :Ln person at any proceeding before the Commission or before an Examiner, w i t h notice of 
such appearance to the parties from whom such pleadings, pleas, or. motions are desired. 

RULE 1209. CONTINUANCE OF HEARING WITHOUT NEW SERVICE 

Any hearing before the Commission or an Examiner held a f t e r due notice may be continued by the person 
pr e s i d i n g at such hearing co a specified t i n e and place without the necessity of notice of the same being again 
served or published. I n che event of any continuance, a statement thereof s h a l l be made i n the record of 
the hearing which i s continued. 

RULE 1210. CONDUCT OF HEARINGS 

Hearings before the Commission or Examiner s h a l l be conducted without r i g i d f o r m a l i t y . A t r a n s c r i p t 
of testimony s h a l l be taken and preserved as a part of the permanent record of the D i v i s i o n . Any person 
t e s t i f y i n g i n response to a subpoena issued by the Commission or any member thereof, or the authorized r e 
presentative of the Division Director, and any person seeking to t e s t i f y i n support ot an ap p l i c a t i o n or not i o n 
or i n opposition thereto s h a l l be required to do so under oath. However, relevant unsworn comments and 
observations by any interested party w i l l be designated as such and included i n the record. Comments and 
observations by representatives of operators' committees, the United States Geological Survey, tne United 
States Bureau of Mines,.the ..Tew Mexico Bureau of >Jines, and other competent persons are welcomed. Any 
Examiner l e g a l l y appointed by the D i v i s i o n Director may conduct such hearings as nay be refer r e d 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 Di v i s i o n Director has 
s t a t u t o r y power to subpoena witnesses and to require che production of books, papers, and records i n any pro
ceeding before the Comyiission or Division. A subpoena w i l l be issued for attendance at a hearing upon the 
w r i t t e n request of any person interested i n che subject.matter of the hearing. In case of the f a i l u r e 
of a person to comply with Che subpoena issued, an attachment of the person may be issued by the d i s t r i c t 
court of any d i s t r i c t i n che state , and such court has powers to punish for contempt. Any person found g u i l t y 
of swearing f a l s e l y at any hearing may be punished for contempt. 

RULE 1212. RULES OF EVIDENCE 

F u l l opportunity s h a l l be afforded a l l interested parties at a hearing to present evidence and to cross-
examine witnesses. In general, the rules of evidence applicable i n a t r i a l before a court without a j u r y 
s h a l l be applicable, provided ch.it such rules may be relaxed, where, by so doing, the ends of j u s t i c e w i l l be 
b e t t e r served. No order s h a l l be made which i s not supported by competenc legal evidence. 
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RULE 1213. EXAMINERS' QUALIFICATION'S 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 che staff of the Division, but no Examiner 
need be a f u l l 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, 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 Commission from being designated as, or serving as, aa Examiner. 

RULE 1214. 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 1215. EXAMINER'S POKER AND AUTHORITY 

The Division Director may, by ex parte order, l i m i t the powers and duties of the Examiner ln any 
particular case co 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 f u l l 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 
a l l proceedings before him and to perform a l l acts and take a l l measures necessary or proper for Che 
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) i f i t is a hearing de novo, or (2) i f the Division Director in his discretion desires 
the Commission to hear the matter. 

RULE 1217. EXAMINER'S MANNER OF CONDUCTING HEARING 

An Examiner conducting a hearing under these rules shall conduct himself as a disinterested umpire. 

RULE 1218. REPORT AND RECOMMENDATIONS, 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 tha 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 Co have such maccer or proceeding heard de novo before 
the Commission, provided chac within 30 days from the date such order is rendered such party f i l e s with the 
Division a written application for such hearing before the Commission. I f such application is f i l e d , the 
matter or proceeding shall ba sec for hearing before the Commission at the f i r s t available hearing date 
following the expiration or fifteen days from che date such application is f i l e d 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 che law applicable co rehearing and appeals in matters and proceedings before the Commission 
•ball thereafter apply to such matter or proceeding. 
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RULE 1221. NOTICE OF COICIISSION AND DIVISION 0:XDERS 

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 nailed 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 
f i l e 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 is 
f i l e d and failure to act thereon within such period shall be deemed a refusal thereof and a f i n a l 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 IH FORMS AND REPORTS 

Any change i n the forms and reports or ruJ.es relating to such forms and reports shall be made only by 
order of the Commission or Division issued after due notice and hearing. 
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As stated in Rule 1206, above, notice of hearing, including notice when an 

administrative application is set for hearing, must be given by personal service 

or by publication in a newspaper at least ten days before the hearing. In point 

of fact, a l l notices for hearing are published in newspapers,and Division instruc

tions to newspapers result i n publication of hearing notices ,at least twelve days 

prio r to hearings. I f t h i s notice should prove i n s u f f i c i e n t for study of the case 

and preparation for the hearing, a request for a continuance to a date at least 

two weeks following the scheduled date w i l l be honored by the Division when such 

request i s made by any affected party. 

As stated i n Rule 701 and above, applications which qualify for administrative 

approval under the Rules and which are submitted with the proper proof of mailing 

and publication (*) can be approved by Administrative Order of the Division f i f t e e n 

days following receipt of the application unless a written objection has been 

received. An example of such an Order approving a sa l t water disposal well i s 

attached as Exhibit H I • 

As specified i n Rule 701.C. above, i f a written objection i s received within 

the f i f t e e n day waiting period, such application w i l l not be approved administratively 

but w i l l be set for hearing. Also, i f the Division, i n evaluating the application, 

decides that there are significant issues or concerns r e l a t i v e to the proposed 

injection which could better be resolved at a public hearing, the application w i l l be 

set for hearing. 

Under Rule 1203 above, hearings may be i n i t i a t e d by "The Division upon i t s 

own motion, the Attorney General on behalf of the State, and any operator or producer, 

or any other person having a property interest...". The Division i n adopting t h i s 

r u l e has provided the broadest appropriate r i g h t to i n i t i a t e proceedings. The 

broad mandate of the New Mexico Attorney General, as set f o r t h i n Section 8-5-2, 

NMSA, 1978, states i n part: 

...the Attorney General shall: 

•see Form C-108 X I I I . PROOF OF NOTICE 
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J. Appear before loc a l , state and federal courts and 

regulatory o f f i c e r s , agencies and bodies, to repre

sent and to be heard on behalf of the state when, 

in his judgement, the public interest of the state 

requires such action or when requested to do so by 

the governor; ... 

This general power coupled with the specific r e s p o n s i b i l i t i e s of the Division 

and the individual self-interests of the producers, operators and other holders-

of property interests assures that a l l affected interests can be adequately pro

tected. 

As indicated above, Division Rules require that a l l applications, whether for 

administrative approval or approval after notice and hearing, must be advertised 

i n newspapers for tlie information of a l l interested parties and the general public. 

An example of such an advertisement placed by the Division p r i o r to a hearing i s 

included as Exhibit IV 

Verbal applications are accepted i f the applicant wishes the case to appear on 

a specific docket for which there i s i n s u f f i c i e n t time to send a completed applica

t i o n to the Santa Fe o f f i c e p r i o r to the publishing deadline. However, i f verbal 

application i s made, Rule 1203 requires that written application be received at 

least 10 days p r i o r to the hearing or the case w i l l be dismissed. A l l notice re

quirements are the same for applications whether made verbally or i n w r i t i n g . 

Approximately thirteen days pr i o r to a hearing, a docket describing a l l cases 

to be considered i s mailed to a l i s t of interested persons. Anyone so desiring 

is placed on the docket mailing l i s t . An example of a hearing docket i s included 

as Exhibit y . 

Following a Division Hearing, the Director issues an order approving or deny

ing the application as specified i n Rules 1218.and 1219. above. I f the case has 
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been heard before the O i l Conservation Commission, the Commission w i l l direct the 

preparation and issuance of an order of approval or denial. 

Orders approving applications commonly contain injection pressure r e s t r i c 

tions, reporting requirements, tubing and packer requirements for newly d r i l l e d 

injection wells, or other special requirements governing the construction and 

operation of the well or project. An example of such an order approving a pressure 

maintenance project i s attached as Exhibit VI Orders denying applications 

include the findings which resulted i n the denial. One recent such Order denying 

a salt water disposal application i s attached as Exhibit V I I 

No exceptions are permitted under the Rules to the requirements of Rule 701.B 

for making application to i n j e c t . A l l complete applications are disposed of by 

issuance of an administrative order or an order of the Division a f t e r notice and 

hearing. Thus, no inj e c t i o n can take place u n t i l a permit to i n j e c t has been issued 

i n the form of an administrative order or an order of the Division following a hear

ing. 

In a l l cases the burden of proof that the proposed inj e c t i o n w i l l not endanger 

TJSDW's is upon the operator and not upon the Division or the Director. 

A flow chart of the permitting process i s included as Exhibit V I I I . 

2. Construction Requirements 

When an Order approving an inj e c t i o n well or project has been issued, the opera

tor submits his plans for the d r i l l i n g of any required new well or wells on Form C-101 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK to the appropriate D i s t r i c t 

o f f i c e for approval. Form C-102 - WELL LOCATION AND ACREAGE DEDICATION PLAT must 

also be f i l e d . A description of a l l proposed operations must be given. Well 

construction details must meet the requirements of appropriate Rules i n Section C-

DRILLING and Section I - SECONDARY RECOVERY, ENHANCED RECOVERY, PRESSURE MAINTENANCE, 

SALT WATER DISPOSAL, AND UNDERGROUND STORAGE. In particular, Rule 106. requires the 

following: 
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RULE 106. SEALING OFF STRATA 

(a) During t h e - d r i l l i n g of any o i l we l l , gas well, i n j e c t i o n 

well, or any other service w e l l , a l l o i l , gas, and water 

strata above the producing and/or injection horizon shall 

be sealed.or separated i n order to prevent t h e i r contents 

from passing into other strata. 

(b) A l l fresh waters and waters of present or probable value 

for domestic, commercial, or stock purposes shall be con

fined to th e i r respective strata and shall be adequately 

protected by methods approved by the Division. Special 

precautions by methods satisfactory to the Division shall 

be taken i n d r i l l i n g and abandoning wells to guard against 

any loss of artesian water from the strata i n which i t 

occurs, and the contamination of artesian water by objection

able water, o i l , or gas. 

(c) A l l water shall be shut o f f and excluded from the various 

o i l and gas bearing strata which are penetrated. Water 

shut-offs shall o r d i n a r i l y be made by cementing casing. 

In addition, Paragraph (a) of Rule 107. CASING AND TUBING.REQUIREMENTS 

specifies i n part that "Any well d r i l l e d for o i l or natural gas or for i n j e c t i o n 

shall be equipped with such surface and intermediate casing string and cement as 

may be necessary to eff e c t i v e l y seal o f f and isolate a l l water., o i l , and gas-bear

ing strata and other strata encountered i n the well down to the casing point....". 

In addition, Rule 702. CASING AND CEMENTING OF INJECTION WELLS requires 

that "Wells used for in j e c t i o n of gas, a i r , water, or any other medium, into any 

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 and cemented to prevent the move

ment of formation or injected f l u i d from the inj e c t i o n zone into any other zone or 

to the surface around the outside of any casing s t r i n g . " 
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A surety bond to cover the proper plugging and abandonment of the well 

must have been submitted to the Division and approved, as required by Rule 101, 

as follows: 

RULE 101. PLUCGI::G BOND 

(a) Any person, f i r e , corporation, or association who has dr i l l e d or acquired, is d r i l l i n g , or proposes 
to d r i l l or acquire any o i l , gas, or service well on privately ov-ned or state owned lands within this state 
shall furnish to the Division, and obtain approval thereof, a surucy bond running to the State of :;ew Mexico, 
in a fora 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 nay be a one-well plugging bond or a blanket 
plugging bond. A l l bonds shall be executed by a responsible surety company authorized co do business in the 
State of New Mexico. 

(b) Blankec plugging bonds shall be in the amount of f i f t y thousand dollars ($50,000) conditioned as 
above provided, covering a l l o i l , gas, or service wells d r i l l e d , 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 Chan 5,000 feet $ 5,000 
5,000 feet to 1Q.0C0 feet $ 7,500 
More than 10,300 feet $10,000 

A l l Other Counties in the State: 

Projected De»)th of Proposed Well or Actual Depth of Existing Well Amount of 3ond 

Less than 5,000 feet $ 7,500 
5,000 feet to 10,000 feet $10,000 
More than 10,000 feet $12,500 

Revised plans for an actively d r i l l i n g well may be approved by the appropriate District Office of the 
Division for d r i l l i n g as much as 500 feet deeper than the normal maximum depth allowed on the well's bond. Any 
well to be dr i l l e d 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 v e i l shall be determined by Che well's measured depth, 
and not i t s true vertical depth. 

(c) Any bond required by this rule is a plugging bond, not a d r i l l i n g bond, and shall endure u n t i l any well 
d r i l l e d 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 i t s e l f 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 che District Office of the 
Division in accordance with Rule 1103 or Rule 1104 by die 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 Sauta 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 w i l l be released. No blanket bond w i l l be released, however, 
u n t i l a l l wells covered by the bond have been plugged and abandoned or transferred in accordance with the 
provisions of this rule. 

(e) A l l bonds shall be fil e d with the Santa Fe office of the Division, and approval of such bonds, as well 
ma releases thereof, obtained from said office. 

( f ) A l l bonds required by these rules shall be conditioned for well plugging and locacion cleanup only, 
and not to secure payment for damages to livestock, range, water, crops, tangible improvements, nor any 
other purpose. 
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Th e D i s t r i c t Supervisors review the applications and- approve them i f 

they meet the Rule requirements for ground water protection and other requirements. 

Orders approving injection projects now require the operators to n o t i f y the D i s t r i c t 

Supervisor when injection well completion operations are taking place so that 

inspections can be made by D i s t r i c t Field Inspectors i f deemed necessary to assure 

compliance with the permit and appropriate rules and regulations. 

I f the approved injection wells are to be converted producing wells, the operator 

f i l e s a description of his conversion plans on Form C-103. SUNDRY NOTICES AND 

REPORTS ON WELLS. D i s t r i c t Supervisors must approve these plans i n the same manner 

as for new wells. 

When work has been completed on both new and converted wells, operators must 

f i l e a Form C-103 describing exactly what was done and when i t was completed. 

Rule 704. TESTING AND MONITORING requires i n part that "Prior to commencement 

of i n j e c t i o n , wells shall be tested to assure the i n i t i a l i n t e g r i t y of the casing 

and the tubing and packer, i f used, including pressure testing of the casing-tubing-

annulus". The operator must advise the Division of the date and time of the test 

so that i t may be witnessed by a Field Inspector. 

Rule 705. COMMENCEMENT, DISCONTINUANCE, AND ABANDONMENT OF INJECTION OPERATIONS 

requires i n part that "Immediately upon the commencement of in j e c t i o n operations 

in any w e l l , the operator shall n o t i f y the Division of the date such operation 

began." 

3. Wells on Federal Land 

Injection projects and individual i n j e c t i o n wells are approved by the 

Division i n the above manner regardless of whether or not the well or wells are 

to be located on.federal land. However, when the Division has issued an order 

for wells on federal land, operators f i l e intentions to d r i l l or convert wells 

to i n j e c t i o n with the U. S. Geological Survey instead of the Division D i s t r i c t 

Offices. Applications are made on federal forms which are comparable to the 



Program Description 

-19-

state's C-101 and C-103; USGS Form 9-331C. APPLICATION FOR PERMIT TO DRILL, DEEPEN, 

OR PLUG BACK (submitted with Division Form C-102. WELL LOCATION AND ACREAGE DEDICA

TION PLAT); USGS Form 9-330. WELL COMPLETION OR RECOMPLETION REPORT AND LOG. 

Rule 4. describes the Division's relationship to the USGS for purposes of 

regulating well d r i l l i n g on federal land, as follows: 

Rule 4. UNITED STATES GOVERNMENT LEASES 

The Division recognizes that a l l persons d r i l l i n g on United States Government 
land shall comply with the United States government regulations. Such persons 
shall also comply with a l l applicable state rules and regulations which are not 
i n c o n f l i c t therewith. Copies of "Application f o r Permit to D r i l l , 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. 

Copies of the approved applications and subsequent reports are supplied to the 

Division by the USGS and these become part of that well f i l e maintained for each 

inje c t i o n and production well. The Division inspects well construction procedures 

for federal wells i n the same manner that i t does for a l l other wells. 

The Division and the USGS work closely to maintain uniform practices f o r the 

regulation of a l l o i l and gas and i n j e c t i o n a c t i v i t i e s f o r wells throughout 

the state regardless of land type. 

Although the USGS does not require operators to supply a specific well plugging 

bond, the Division has the authority and funds to plug wells on federal lands i f 

operators cannot be located or cannot be made to do so. The O i l and Gas Reclamation 

Fund was established by the O i l and Gas Act to provide funds for plugging a l l wells 

which cannot be plugged otherwise by operators or by the u t i l i z a t i o n of bonds. 

Section 70-2-38, New Mexico Statutes Annotated, 1978 Compilation, as amended 

i n 1981 by Senate B i l l 162, provides i n part as follows: 

•"A. The O i l and gas reclamation fund shall be administered by the O i l 
Conservation Division. Expenditures from the fund may be used by 
the director of the division for the purpose of employing the 
necessary personnel to survey abandoned wells and to prepare plans 
for the plugging of abandoned wells which have not been plugged or 
which have been improperly plugged. The director, as funds become 
available i n the o i l and gas reclamation fund, shall reclaim and 

j 
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proper ly p lug , a l l abandoned we l l s i n accordance w i t h the p r o v i s i o n s 
of the O i l and Gas Act and the ru le s and r egu la t i ons promulgated 
thereunder. The d i v i s i o n may order w e l l s plugged oh f e d e r a l lands 
on which there are no.bonds running t o the b e n e f i t of the s t a te 
i n the same manner and i n accordance w i t h the same procedures as 
w i t h w e l l s d r i l l e d on s ta te and fee l and , i n c l u d i n g u t i l i z i n g 
funds f rom the o i l and gas reclamat ion fund to pay the cos t o f such 
p l u g g i n g . 

The rec lamat ion fund i s now large enough t o provide funds f o r a l l r equ i r ed 

w e l l p lugging under t h i s p r o v i s i o n o f the law f o r the foreseeable f u t u r e . 

H i s t o r i c a l l y , there i s no evidence of any Class I I I n j e c t i o n Wel l ever being 

operated d i r e c t l y by an agency of the f e d e r a l government. The t r a d i t i o n a l p a t t e r n 

has been the g r a n t i n g of o i l and gas e x p l o r a t i o n and p roduc t ion .leases t o p r i v a t e 

operators by the. f e d e r a l government. The leaseholders then ca r ry o u t , or c o n t r a c t 

t o have c a r r i e d ou t , a l l necessary a c t i v i t i e s , i n c l u d i n g i n j e c t i o n , under the 

r egu la to ry superv i s ion o f both the USGS and the D i v i s i o n . . There i s no i n d i c a t i o n 

t h a t t h i s p a t t e r n w i l l vary i n the f u t u r e . 

4 . Operat ing Requirements 

I n j e c t i o n we l l s must be maintained and operated as p resc r ibed i n the 

app l i cab le a u t h o r i z i n g order and according t o the requirements of Rule 703, as 

f o l l o w s : 

HOLE 703. 0PESLATI0N AND MAINTENANCE 

Inject ion wells shall be equipped, operated, monitored, and maintained to f a c i l i t a t e periodic 
testing and to assure continued mechanical integrity which w i l l result in no significant leak in the 
tubular goods and packing materials used and no significant f l u i d movement through vert ical channels 
adjacent to the well bore. 

Injection projects, including injectioia wells and producing wells and a l l related surface 
f a c i l i t i e s shall ba operated and maintained at a l l times in such a manner as w i l l confine the injected 
f luids to the interval or intervals approved and prevent surface damage or pollution resulting from 
leaks, breaks, or s p i l l s . 

Failure of any injection wel l , producing wel l , or surface f a c i l i t y , which fa i lure may 
endanger underground sources of drinking water, shall be reported under the "Immediate Notif icat ion" 
procedure of Rule 116. 

Injection well or producing well failures requiring casing repair or cementing are to be 
reported to the Division prior to commencement of workover operations. 

Injection wells or projects which have exhibited failure to confine injected f luids to the 
authorized injection zone or zones may be subject to restr ict ion of injection volume and pressure, 
or shut- in,unti l the failure; has been identif ied and corrected. 
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In addition to the notice requirements of Rule 703, immediate n o t i f i c a 

t i o n of any major injection well leaks is required under Rule 116 which reads 

in part: 

IMMEDIATE NOTIFICATION. "Immediate N o t i f i c a t i o n " shall be as soon as 

possible after discovery and shall be either i n person or by telephone 

to the d i s t r i c t o f f i c e of the Division d i s t r i c t i n which the incident 

occurs, or i f the incident occurs after normal business hours, to the 

D i s t r i c t Supervisor, the O i l and Gas Inspector, or the Deputy O i l and 

Gas Inspector. A complete written report ("Subsequent Notification") 

of the incident shall also be submitted i n duplicate to the appropriate 

d i s t r i c t o f f i c e of the Division within ten days after discovery of the 

incident. 

When operators n o t i f y the Division of well f a i l u r e s which may endanger 

underground sources of drinking water, the Division w i l l require tests of such 

wells to determine the cause of the f a i l u r e and w i l l order the operator to make 

the necessary repairs. Depending upon the cause of the problem the operator 

may be requested to shut-in the well or wells. If.necessary, an emergency order 

requiring that specified wells be shut-in may be issued under the provisions 

of Rule 1202, included above. Should an operator decline to-abide by Division 

requests or orders, a court injunction can be obtained denying permission for 

further i n j e c t i o n , requiring that the well be shut-in or granting other r e l i e f . 

No such actions have been required to date as operators have complied with D i v i 

sion requests for corrective action. 
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When additional work is planned on a well, or there is to be any 

significant change in i t s status, Form C-103. SUNDRY NOTICES AND REPORTS ON 

WELLS must be f i l e d in advance with the D i s t r i c t Supervisor a.id Division 

approval obtained prior to commencing the work. A report of the work's 

completion must also be f i l e d on Form C-103 as specified in Rule 1103, as 

follows: 

RULE 1103. SUNDRY. NOTICES AND REPORTS ON WELLS (Foni C-103) 

Form C-103 i s a dual purpose form to be f i l e d w i t h the appropriate D i s t r i c t O f f i c e of the D i v i s i o n to 
obtain D i v i s i o n approval p r i o r to commencing c e r t a i n operations and also to report various completed 
operations. 

A. Form C-103 as a Notice of In t e n t i o n 

Form C-103 s h a l l be f i l e d i n TRIPLICATE by the operator and approval obtained from the Division-
prior t o : 

(X) E f f e c t i n g a change of plana from those previously approved on Form C-101 or Form C-103. 

(2) A l t e r i n g a d r i l l i n g well's casing program or p u l l i n g casing or otherwise a l t e r i n g an e x i s t i n g 
wall's casing i n s t a l l a t i o n . 

C3) Temporarily abandoning a w e l l . 

(4) Plugging and abandoning a w e l l . 

(5) Performing remedial work on a w e l l which, when completed, w i l l a f f e c t the o r i g i n a l status-
oi: the w e l l . (This s h a l l include making new perforations i n e x i s t i n g wells or squeezing old 
perf o r a t i o n s in. e x i s t i n g wells, but i s not applicable to new wells i n the process of being 
completed nor to old wells being deepened or plugged back to another zone when such r e 
completion has been authorized by an approved Form C-101, Application f o r Permit to D r i l l , 
Deepen, or Plug Back, nor to a c i d i z i n g , f r a c t u r i n g , or cleaning out previously completed 
w«lls, nor to i n s t a l l i n g a r t i f i c a l l i f t equipment.) 

I n the case of w e l l plugging operations, the Notice of I n t e n t i o n s h a l l include a de t a i l e d statement 
of the proposed work, in c l u d i n g plans f o r shooting and p u l l i n g casing, plans for mudding, i n c l u d i n g weight 
of mud, plans f o r cementing, including number of sacks of cement and depths of plugs, and the time and date 
oif the proposed plugging operations. . I f not previously f i l e d , a complete log of the w e l l on Form C-105 (See 
Rule 1105) s h a l l accompany the Notice of Int e n t i o n to plug the w e l l ; the bond w i l l not be released u n t i l 
t h i s i s complied w i t h . 

B. Form C-103 as a Subsequent Report 

Form C-103 as a subsequent report of operations s h a l l be f i l e d i n accordance w i t h the section of 
t h i s r u l e applicable to the p a r t i c u l a r operation being reported. 

Form C-103 i s to be used i n reporting such completed operations as: 

(1) Commencement of d r i l l i n g operations 
(2) Casing and cenent test 
(.3) A l t e r i n g a well's casing i n s t a l l a t i o n 
(4) Temporary abandonment 
(5) Plug and Abandon 
(6) Plugging back or deepening 
(7) Remedial work 
(.8) I n s t a l l a t i o n of a r t i f i c i a l l i f t i n g equipment 
(9) Change i n ownership of a d r i l l i n g w e l l 

(10) Such other operations which a f f e c t the o r i g i n a l status of the well but which are not s p e c i f i c a l l y 
covered herein. 

Information to be entered on Form C-103, Subsequent Report, for a p a r t i c u l a r operation i s as follows: 

(1) Report of Commencement of D r i l l i n g Operations 

Within ten days following the cc-mencement of d r i l l i n g operations, the operator of the well s h a l l 
f i l e a report thereof on Form C-103 i n TRIPLICATE. Such report s h a l l indicate the hour and the date the w e l l 
wan spudded. 
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Rule 1103 (cont'd.) 

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

A report of casing and cenent test shall be f i l e d by the operator of the well within ten days 
following the setting of each string of caning or liner. Said report shall be f i l e d in TRIPLICATE on Form 
C-103 and 3hall present a detailed description of che test method employed and the results obcained by such 
test, and any other pertinent information required by Rule 107. The report shall also indicate the Cop 
of the cement and che means by uhich such cop was determined. I t 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 f i l e d by che operator of the well within ten 
days following completion of the work. Tne report shall be f i l e d i n TRIPLICATE and shall present a detailed 
account of che work done on che v e i l , including location and type of plugs used, i f any and status of 
surface and downhole equipment, and any other pertinent information relative tu che overall status of che well. 

(4) Report on Plugging of Well 

A report of plugging operations shall be f i l e d by the operator of the well within 30 days following 
completion of plugging operations on any well. Said report shall be f i l e d i n 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 a l l casing l e f t i n the hole, and any other pertinent information. (See Rules 201-204 
regarding plugging operations.) 

So plugging report w i l l be approved by the Division u n t i l the pits have been f i l l e d and the 
location levelled and cleared of junk. I t 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 
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 well shall be f i l e d by the operator of the well within 
30 days following completion of such work. Said report shall be f i l e d i n QUADRUPLICATE on Form C-103 and 
•hall present a detailed account of the work done and the manner i n which such work was performed; the daily 
production of o i l , 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 i n the operation, and any other pertinent 
Information. Among the remedial work to be reported on Form C-103 are che following: 

Ca) Report on shooting, f l u i d fracturing or chemical treatment of a previously completed well 
ft) Report on squeeze job 
(c) Report on setting of liner or packer 
(d) Report of installation of pumping equipment or gas l i f t f a c i l i t i e s 
(e) Report of any other remedial operations which are not specifically covered herein. 

(6) Report on Deepening or Plugging Back 

. A report o£ deepening or plugging back shall be f i l e d by the operator of the well within 30 days 
following completion of such operations on any well. Said report shall ba fi l e d 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. 
I f the well is recompleted in tho same pool, i t shall also report the daily production of o i l , gas, and water both 
prior to and after recompletion. I f the well i s recompleted i n another pool, Form C-104 must also be f i l e d 
in accordance with Rule 1104. 

(7) Report of Change in Ownership of a D r i l l i n g Well 

A report of chanr.e of ownership shall be f i l e d by the new owner of any d r i l l i n g well within ten 
days following actual transfer of ownership. Said report shall be fi l e d 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 d r i l l i n g well w i l l he 
approved by the Division unless the new owner has an approved bond in accordance with Rule 101. (Form C-104 
•hall be used co report transfer of ownership of a completed well; see Rule 1104.) 

(8) Other Reports on Wells 

Reports on anv other operations which affect the original status of the well but which are not 
•peclfically covered herein shall be subnitted to the Division on Form C-103, in TRIPLICATE, by the operator 
of tha well within ten days following the completion of such operation. 
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5. Transfer of Permits 

Advance n o t i f i c a t i o n and approval by the Division of a transfer of owner

ship of any injection well is required by Rule.708, as follows: 

Rule 708. TRANSFER OF AUTHORITY TO INJECT 

Authority to inject granted under, any order of the Division 
is not transferable except upon approval of the Division. 
Approval of transfer of authority to inj e c t may be obtained 
by f i l i n g Form C-104 in accordance with Rule 1104 (5). 

The Division may require a demonstration of mechanical 
i n t e g r i t y prior to authorizing transfer of authority to i n j e c t . 

Rule 1104.(5) requires the f i l i n g of Form.C-104 as follows: 

(5) Form C-104 with Sections I , I I , I I I , and VI, completely f i l l e d out 
in QUINTUPLICATE by the operator of the well i n the event there 
is a change of ownership of any producing well, i n j e c t i o n well, 
or disposal well, or a change of transporter ( o i l , condensate, 
casinghead gas, or dry gas), a change i n pool designation, lease 
name, or well number, or any other pertinent change i n condition 
of any such well. When f i l i n g Form C-104 for change i n owner
ship, the new operator shall f i l e the form i n the above manner, 
and shall give the name and address of the previous as well as 
the present operator. The Form C-104 w i l l not be approved by 
the Division unless the new operator has an approved bond i n 
compliance with Rule 101 . 

A mechanical i n t e g r i t y test is required prior to the transfer of any well which 

the Division has any reason to believe may not be i n a satisfactory operating 

•condition. 

6. Modification of Permits. 

To modify a permit an operator must submit a Form C-108 as i n the case of 

the o r i g i n a l application and must f u l f i l the Proof of Notice requirements i n order 

to obtain administrative approval for increasing the area of the project, for 

adding i n j e c t i o n wells or for other modifications. I f the Division, i n evaluating 

the application, decides that there are issues and concerns which could be better 

resolved at a public hearing, administrative approval w i l l be denied and the case 

w i l l be set for hearing i f the operator so wishes. 
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7. Termination of Permits 

I f significant violations of Orders or Division Rules are discovered, or i f 

changed conditions warrant, the Division, on i t s own i n i t i a t i v e , may set a 

hearing after public notice to consider whether to rescind an operator 1s approval 

for i n j e c t i o n . 

As discussed i n Section 4. above, emergency orders under Rule 1202 may also 

be issued rescinding in j e c t i o n authority or making other permit modifications. 

These orders are effective for f i f t e e n days and a public hearing must be scheduled 

within that period. No such orders have been required to date r e l a t i v e to any 

inj e c t i o n f a c i l i t y nor have any other hearings been required for purposes of re

voking in j e c t i o n permits. 

As discussed i n d. 5. Cancellation of Authority to I n j e c t , (p.31 ) , 

Rule 705 automatically terminates the authority to i n j e c t a f t e r a continuous 

six-month period of non-injection unless an extension i s granted administratively 

by the Director. 

8. Emergency Permits 

Under Rule 1202, emergency permits could be issued to permit use of a well 

for i n j e c t i o n purposes for up to f i f t e e n days. While the Division's administrative 

requirements would be delayed under such a process, the technical requirements 

would s t i l l be observed. In a l l cases, emergency orders require public notice 

and hearing within f i f t e e n days and the entry of a new order for any extension 

(temporary or permanent) of the authority to i n j e c t . An example of circumstances 

"which might result i n the issuance of such an order are: The f a i l u r e of an 

authorized injection well with the threat, of a serious loss of production, combined 

with the a v a i l a b i l i t y of a good alternative well for i n j e c t i o n . To date no 

emergency orders authorizing in j e c t i o n have been issued. 
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9C Inspection and Entry. Recordkeeping and Reports. 

The Division's authority to make physical inspections of inj e c t i o n 

f a c i l i t i e s and to require the keeping of records and making of reports for pur

poses of cissuring that permit conditions are met, and Rules are being followed, 

i s contained i n Section 70-2-12 New Mexico Statutes Annotated, 1978 Compilation. 

Paragraph A of t h i s section says in part, "Included i n the power given to the 

division i s the authority to collect data; to make investigations and.inspections; 

to examine properties, leases, papers, books and records;. to provide for the 

keeping of records and making of reports and for the checking of the accuracy 

thereof;....". Rules, have been adopted after public notice and hearing which 

specify reporting, record keeping and inspection requirements. These Rules are 

included and discussed i n appropriate sections of t h i s Description. 

10. Varicinces from Programmatic Requirements. 

Operators may apply to the Division for temporary or permanent 

exemption from requirements for such things as corrective action and i n j e c t i o n 

pressure l i m i t a t i o n s . In one such case an operator was allowed to postpone cement 

ing o f f the i n j e c t i o n zone i n a well o f f s e t t i n g a disposal well so long as he 

regularly monitored' the formation to be sure that no migration of f l u i d s was 

taking place. Such exemptions can be granted administratively unless the Division 

considers a public hearing on the request to be necessary. 

To receive such an exeonption the operator must present evidence that the 

requested variance w i l l not result i n ground water contamination through the migra 

tio n of in j e c t i o n or formation f l u i d s . Such evidence or tests may include but not 

be limited to: 

(1) Running of cement bond log (s) across .suspect intervals; 

(2) Reexamination of well records and i d e n t i f i c a t i o n of 

erroneous o r i g i n a l data; and 

(3) perforating and squeezing attempts that reveal higher cement 

tops than o r i g i n a l l y inferred. 
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Further, the operator may request waiver of the corrective action requirements on 

individual wells for reasons such as r i s k to the well to be corrected (permanent 

production loss), i n a b i l i t y to physically reenter an old well, location of the well 

at the extreme margins of the area of review, or hydrologic conditions i n the area. 

Such requests are considered on a case by case basis and exceptions are normally 

accompanied by requirements for more frequent monitoring i n the area, including 

water quality or hydrologic conditions (noise logging opposite the i n j e c t i o n 

i n t e r v a l or completion and use of monitor wells). Such exceptions are usually given 

only as a l a s t resort after a l l reasonable e f f o r t s have been made to take corrective 

action. Further, f i e l d inspectors may authorize minor deviations i n the f i e l d 

under provisions of Rule 1303. Again protection of water and other resources i s 

given paramount consideration when such deviations are given. (Example: relocation 

of a plug i n a well based on f i e l d findings or conditions). 

c. Operation of Rules 

As stated i n b. (p.15), "no i n j e c t i o n can take place u n t i l a permit to i n j e c t 

has been issued i n the form of an administrative order or an order of the Division 

following a hearing". A l i i n j e c t i o n wells, whether i n a new project or an expansion 

of an old one, must be individually l i s t e d and applied for on Form C-108 and must 

be included i n an order (permit) approving the application to i n j e c t p r i o r to 

beginning i n j e c t i o n . Thus, no approval by rule i s possible under Division Rules. 

•d. Technical Requirements 

1. General 

The technical requirements for d r i l l i n g or converting and for maintaining 

and operating i n j e c t i o n wells are contained i n both Division Rules and i n 

the provisions of the Division Orders which authorize specific injection 

projects and wells. 
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The general requirement t h a t a l l i n j e c t i o n w e lls must be maintained and 

operated t o assure continued mechanical i n t e g r i t y and i n such a manner 

as t o confine i n j e c t e d f l u i d s t o the approved i n t e r v a l s i s contained 

i n Rule 703, as f o l l o w s : 

SOLE 703. OPERATION AND MAINTENANCE 

Injection wells shall be equipped, operated, monitored, and maintained to f a c i l i t a t e period 
testing and to assure continued mechanical integrity which w i l l result in no significant leak in the 
tubular goods and packing materials used and no significant f l u i d movement through vertical channels 
adjacent to the well bore. 

Injection projects, including injection wells and producing wells and a l l related surface 
f a c i l i t i e s shall be operated and maintained at a l l times in such a manner as w i l l confine the injected 
fluids to the interval or intervals approved and prevent surface damage or pollution resulting from 
leaks, breaks, or s p i l l s . 

Failure of any injection well, producing well, or surface f a c i l i t y , which failure may 
endanger underground sources of drinking water., shall be reported under the "Immediate Notification" 
procedure of Rule 116. 

Injection well or producing well failures requiring casing repair or cementing are to be 
reported to the Division prior to commencement of workover operations. 

Injection wells or projects which have exhibited failure to confine injected fluids to the 
authorized injection zone or zones may be subject to restriction of injection volume and pressure, 
or shut-in,until'the failure has been identified and corrected. 
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Sealing off of strata while d r i l l i n g is mandated in Rule 106 (See b. 2. 

Construction Requirements). Casing and Cementing requirements for i n j e c t i o n wells 

are contained i n Rules 107 and 702 (see b.2. Construction Requirements). Form 

C-108 APPLICATION FOR AUTHORIZATION TO INJECT requires applicants for disposal 

wells to "make an affirmative statement that they have examined available geologic 

and engineering data and find no evidence of open faults or any other hydrologic 

connection between the disposal zone and any underground sources of drinking water". 

(see b . l . Permitting Process for complete Form C-108). 

The information provided on Form C-108 is examined at the public hearing 

and no well or project w i l l be approved after hearing unless the Division Examiner 

and Division Director are sa t i s f i e d that the proposed methods of construction and 

operation meet the above requirements. 

2. Area of Review 

Form C-108 requires the following attachments r e l a t i v e to the area 

of review: 

V. Attach a map that i d e n t i f i e s a l l wells and leases within 
two miles of any proposed injection well with a one-half 
mile radius c i r c l e drawn around each proposed i n j e c t i o n 
well. This c i r c l e i d e n t i f i e s the well's area of review. 

VI. Attach a tabulation of data on a l l wells of public record 
within the area of review which penetrate the proposed 
injection zone. Such data shall include a description of 
each well's type, construction, date d r i l l e d , location, 
depth, record of completion, and a schematic of any plugged 
well i l l u s t r a t i n g a l l plugging d e t a i l . 

The information is examined to determine which wells, i f any, i n the 

area of review may be cemented or plugged i n such a manner as to permit the possible 

escape of f l u i d from the injection zone. When such wells are i d e n t i f i e d , the 

Order authorizing the project after notice and hearing specifies that corrective 

action must be taken on these wells prior to commencing in j e c t i o n . Corrective 

action may include that proposed by the applicant or that required by the Division. 
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In l i e u of remedial work, operators may conduct tests or present other evidence 

to the D i s t r i c t Supervisor prior to beginning in j e c t i o n to prove that remedial work 

on specific wells i s not required to confine injected f l u i d s i n the approved zone. 

3c Mechanical I n t e g r i t y 

To assure the i n i t i a l mechanical i n t e g r i t y of any in j e c t i o n well as 

defined i n Rule 703, an i n i t i a l test i s required under Rule 704, as follows: 

"Prior to commencement of in j e c t i o n , wells shall be tested to assure the i n i t i a l 

i n t e g r i t y of the casing and the tubing and packer, i f used, including pressure . 

testing of tlie casing-tubing annulus." 

Field inspectors witness most such tests and operators report the results 

on Form C-103. SUNDRY NOTICES AND REPORTS ON WELLS. 

Whenever additional tests are deemed, necessary to assure that the injected 

f l u i d s w i l l be confined to the approved zones, the Division requires operators to 

conduct tracer surveys, noise logs, temperature surveys or other tests on inje c t i o n 

wells and other wells i n the area of review. 

As specified i n Rule 703, whenever in j e c t i o n wells exhibit f a i l u r e to confine 

injected f l u i d s to the authorized in j e c t i o n zones they may be ordered shut-in u n t i l 

"the reason for the f a i l u r e has been i d e n t i f i e d and corrected. 

Periodic pressure tests of a l l i n j e c t i o n wells are required as discussed i n 

Section e. Monitoring, Inspection, Reporting. 

The extensive well test program conducted by the Division since 1975 assures 

•the mechanical i n t e g r i t y of existing wells. This program i s discussed extensively 

i n our annual reports to EPA and demonstrates that essentially every i n j e c t i o n well 

i n the State w i l l have been tested at least once and witnessed by a Division inspector 

by the end cf t h i s year. Such process includes a review of casing and cementing 

records. 

4. Injection Pressure 

Maximum injection pressures are specified i n Division Orders authorizing 
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i n j e c t i o n . Pressures are limited to a maximum which w i l l not i n i t i a t e new fractures 

or propagate existing ones i n the confining zone, and w i l l not cause the movement of 

the f l u i d s into an underground source of drinking water. The Division has established 

as a general rule a maximum safe surface pressure of 0.2 psi per foot of depth to the 

top of the i n j e c t i o n zone. Operators may seek administrative approval of higher i n 

jection pressures by submitting step rate test results, or data from instantaneous 

shut-in after fracture, which show that the confining strata has a fracture gradient 

which w i l l support a higher pressure. 

Older projects may or may not be subject to pressure l i m i t s . The Division's 

periodic test program has i d e n t i f i e d projects which should have either pressure or 

volume re s t r i c t i o n s and the same are i n place. (See Exhibit i x for a discussion 

of the effectiveness of the existing state program r e l a t i n g to such projects.) 

5. Cancellation of Injection Authority 

Rule 705. B. 1. specifies that "Whenever there i s a continuous six-month 

period of non-injection into any i n j e c t i o n project, storage project, sa l t water 

disposal w e l l , or special purpose i n j e c t i o n w e l l , such project or well shall be 

considered abandoned, and the authority for i n j e c t i o n shall automatically terminate 

ipso facto." Rule 705. B. 2. permits the Division Director, for good cause, to grant 

an administrative extension or extensions of the authority to i n j e c t as an exception 

to 705. B. 1. Normally such extensions are made pri o r to the expiration of the six-

month period of non-injection. In cases where the lapse has been short, the Director, 

a f t e r reviewing the circumstances, may authorize an extension without a hearing after 

the six-month period has expired. In other cases where the i n t e g r i t y of the wells . 

may be i n question, a new application and hearing would be required and a new order 

authorizing injection could be issued. 

6. Plugging and Abandonment 

Rule 101 (included i n b.2. Construction Requirements) requires that 

operators submit to the Division a plugging bond running to the State of New Mexico 
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prior to the d r i l l i n g or aquisition of any wells on state or private land. The 

bond i s not released u n t i l the well or wells have been properly plugged- and the 

well area has been cleaned up. 

Rules 201 - 204, Section D - ABANDONMENT AND PLUGGING OF WELLS, 

contain the requirements for plugging and abandonment and temporary abandonment, 

as follows: 

D - ABANDONMENT AND PLUGGING OF WELLS 

RULE 201. NOTICE 

Notice of i n t e n t i o n to plug must be f i l e d w i t h the Division by' the owner or his agent p r i o r to the 
commencement of plugging operations on Form C-103, Sundry Notices and Reports on Wells, which notice s h a l l 
state the name and lo c a t i o n of the w e l l 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 s h a l l , however, f i l e the regular n o t i f i c a t i o n 
form. 

RULE 202. PLUGGING AND ABANDONMENT 

A. PLUGGING 

Before any w e l l i s abandoned, i t s h a l l be plugged i n a manner which w i l l permanently confine a l l 
o i l , gas, and water i n the separate s t r a t a o r i g i n a l l y .containing them. This operation s h a l l be accomplished 
by the use of mud-laden f l u i d , cement and plugs, used singly or i n combination as may be approved by the 
Division. The exact l o c a t i o n of abandoned wells s h a l l be shown by a ste e l marker at least four inches 
i n diameter set i n concrete, and extending at least four feet above mean ground l e v e l . The. name and'number 
of the well, and i t s l o c a t i o n ( u n i t l e t t e r , section, township, and range) s h a l l be welded, stamped, or other
wise permanently engraved i n t o the metal of the marker. Seismic •, core or other exploratory .holes d r i l l e d 
to or below sands containing fresh water s h a l l be plugged' and abandoned i n accordance with.the applicable 
provisions r e c i t e d above. Permanent markers are not required on seismic holes.' 

Within t h i r t y days f o l l o w i n g the completion of plugging operations on any w e l l , a record of the 
work done s h a l l be f i l e d w i t h the D i v i s i o n i n TRIPLICATE, on Form C-103. Such report s h a l l be f i l e d by the 
owner of the. w e l l and s h a l l Include the dace the plugging operations were begun along w i t h the date the work 
was completed; a de t a i l e d account of the manner i n which the work was performed; the depths and lengths of 
the various plugs sec; the nature and quancicies of materials employed i n plugging operacions; the amount. 
Size and depth of a l l casing l e f t i n the hole and the weight ot mud employed i n plugging the w e l l and 
any other p e r t i n e n t information. No plugging report submitted on Form C-103 s h a l l be approved by the D i v i s i o n 
unless such report s p e c i f i c a l l y states that p i t s have been f i l l e d and the location l e v e l l e d and cleared c f 
junk. Tlie f i l i n g of Form C-105, Well Completion or Kecompletion Report and Log i s also necessary to obtain 
Division approval of a plugging report. 

I t s h a l l be the r e s p o n s i b i l i t y of the owner of the plugged w e l l to contact the appropriate D i s t r i c t 
Office of the D i v i s i o n to arrange f o r an inspection of the plugged w e l l and the location by a D i v i s i o n 
representative. 

B. TEMPORARY ABANDONMENT 

No well i n t h i s state s h a l l be temporarily abandoned f o r a period i n excess of s i x months unless 
a permit for such tsinporary abandonment has been approved by the Division. Such permit s h a l l be fo r a period 
not to exceed one year and s h a l l be requested from the appropriate D i s t r i c t Office of che D i v i s i o n by f i l i n g 
Form C-103 i n c r i p l i c a c e . No such permit s h a l l be approved unless evidence i s furnished thac the condition 
of the w e l l i s 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 D i s t r i c t Supervisor of the appropriate D i s t r i c t Office of che Division s h a l l have a u t h o r i t y to 
grant one extension to the permit f o r temporary abandonment. Such extension s h a l l not exceed one year and 
shall be requested i n the same manner as the o r i g i n a l permit f o r temporary abandonment. No extension s h a l l 
be approved unless good cause therefor i s shown, and evidence i s furnished that the continued c o n d i t i o n of 
the w e l l i s as described above. 

Upon e x p i r a t i o n of the permit for temporary abandonment and any extension thereto, the w e l l s h a l l 
be put to b e n e f i c i a l use or s h a l l be permanently plugs;cd and abandoned, unless i t can be shown to the D i v i s i o n 
a f t e r nocice and hearing that good cause exists why tlie w e l l should not be plunged and abandoned, and a 
further extension to che temporary abandonment permit should be issued. Prior to issuing such " f u r t h e r 
extension," the D i v i s i o n may at i t s opcion require Che operator of Cha wel l to pose w i t h the D i v i s i o n a one-
well plugging bond for the w e l l , i n an amount determined by the Division Co be satisfaccory to meet the 
p a r t i c u l a r requirements of the w e l l . 



Program Description 

(Rule 202.B cont'd.) 
- 3 3 -

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

Cl) a remote and unconnected commercial gas well or a presently non-commercial gas well which 
may reasonably be expected to be commercial wi th in the foreseeable future; or 

(2) a well i n an o i l pool in which secondary recovery operations have, by actual performance, 
been shown to be commercially feasible, and which well may, with reasonable certaincy, be 
expected to be included in a bona f ide secondary recovery project within the foreseeable future . 

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

No "further extension," whether issued by the Division or by the Division Director, shall be of 
•are than two years duration, but may be renewed i f circumstances warrant. 

C DRILLING WELLS 

When d r i l l i n g 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 che 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 u t i l i z a t i o n is desired by 
the landowner, che well need not be f i l l e d above sealing plug set below che fresh water formation, provided 
that writ ten agreement for such use shal l be secured from the landowner and f i l e d with the Division. 

ISLE 204. LIABILITY 

8 M owner of any well d r i l l e d for o i l or gas or for in jec t ion , or any seismic, core or other 
exploratory hole, whether cased or uncased, shall be responsible for the plugging thereof. 

I n prepar ing and submi t t i ng a p lugging program under 201, operators 

genera l ly f o l l o w D i v i s i o n Gu i lde l i ne s f o r Plugging Programs. (See E x h i b i t X ) . 

D i s t r i c t Supervisors u t i l i z e the Guidel ines to judge the adequacy of the proposed 

program i n determining whether t o approve i t . 

S p e c i f i c requirements f o r i n j e c t i o n w e l l abandonment are contained i n 

Rule 705. , as f o l l o w s : 

RULE 705. COMMENCEMENT, DISCONTINUANCE, AND ABANDONMENT OF INJECTION OPERATIONS 

The f o l l o w i n g provisions sha l l apply to a l l i n j e c t i o n p ro jec t s , storage p ro j ec t s , s a l t water 
disposal wells and special purpose i n j e c t i o n wel l s : 

A . Notice of Commencement and Discontinuance 

1. Immediately upon the commencement of i n j e c t i o n operations i n any w e l l , the operator 
« h a l l n o t i f y the Div i s ion of the date such operations began. 
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2o Within 30 days after permanent cessation of gas or liquefied petroleum gas storage 
operations or within 30 days after discontinuance of injection operations into any 
other wel l , the operator shall notify the Division of the date of such discontinuance 
and the reasons therefor. No injection well may be temporarily abandoned for a period 
exceeding six months unless the injection interval has been isolated by use of cement 
or a bridge plug The Director of the Division may delay the cement or bridge plug 
requirements above upon a demonstration that there is a continuing need for such a 
wel l , that the well exhibits mechanical integri ty , and that continued temporary 
abandonment w i l l not endanger underground sources of drinking water. 

3. Before any inject ion well is plugged, the operator shall obtain approval for tha 
well 's plugging program from the appropriate Distr ict Office of the Division in the 
same manner as when plugging o i l and gas wells or dry holes. 

B. .Abandonment of Injection Operations 

1. Whenever there is a continuous six-month period of non-injection into any 
inject ion project, storage project, salt water disposal wel l , 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. 

I f we l l s have been t empora r i ly abandoned or have defec ts which 

' cannot be cor rec ted and the D i v i s i o n judges t ha t they may become a t h r ea t t o under

ground sources of d r i n k i n g water , the D i v i s i o n requests the operator to p lug such 

w e l l s . I f the operator does not ca r ry out the p lugging w i t h i n a reasonable t ime , 

or i f the operator i s not known, as i n the case o f very o ld abandoned w e l l s , the 

D i v i s i o n w i l l set: a fo rced p lugging case f o r p u b l i c hea r ing . Fo l lowing the issuance 

of a p lugging order r e s u l t i n g from such hea r ing , the D i v i s i o n w i l l contract , to have 

the w e l l plugged. I n the case o f bonded w e l l s , the insurance company i s s u i n g the 

bond w i l l pay the p lugging cos ts . I n the case o f any we l l s f o r which there i s no 

bond, p lugging costs are paid from the D i v i s i o n ' s O i l and Gas Reclamation Fund. 
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Sections 70-2-37 and 70-2-38, New Mexico Statutes Annotated, 1978 

Compilation, provide for the operation of the Oil and Gas Reclamation Fund, 

as follows: 

70-2-37 OIL AND GAS RECLAMATION FUND CREATED—DISPOSITION OF FUND.—There i s hereby created the " o i l 
and gas reclamation fund" . A l l funds i n the o i l and gas reclamation fund and the earnings theref ror : are 
appropriated to the energy and minerals department f o r use by the o i l conservation d i v i s i o n i n c a r r y i n g out 
the provis ions of the O i l and Gas Act . 

70-2-38 OIL AND GAS RECL&LVTION FUND ADMINISTERED—PLUGGING .WELLS ON FEDERAL LAND—RIGHT OF IDENTIFICATION-
ANNUAL REPORT—CONTRACTORS SELLING EQUIPMENT FOR SALVAGE.— 

A. The o i l and gas reclamation fund s h a l l be administered by the o i l conservation d i v i s i o n . The 
d i r e c t o r of the d i v i s i o n s h a l l cause to be prepared plans f o r the plugging of abandoned wel l s which have not 
been plugged or which have been improperly plugged. The d i r e c t o r , as funds become avai lable i n the o i l and gas 
reclamation fund , s h a l l r ec la im, and properly p lug , a l l abandoned wal l s i n accordance w i t h die provis ions of 
the O i l and Gas Act , and the ru les and regula t ions promulgated thereunder. The d i v i s i o n may order w e l l s plugged 
on f ede ra l lands on which there are no bonds running to the bene f i t of the s ta te i n the same manner and i n 
accordance w i t h the same procedures as w i t h wel l s d r i l l e d on state, and fee land, inc lud ing u t i l i z i n g funds 
from the o i l and gas reclamation fund to pay the cost of such plugging. When the costs of plugging a w e l l 
d r i l l e d oh federa l mineral leases are paid from the o i l and gas reclamation fund , the d i v i s i o n i s authorized 
to br ing a s u i t against the operator or the owner of the minerals under the t r a c t , or both , i n the d i s t r i c t 
court of the county i n which the w e l l i s located f o r indemni f i ca t ion f o r a l l costs incurred by the d i v i s i o n i n 
plugging said w e l l . Anyfunds co l l ec ted pursuant to a judgment i n a s u i t f o r i ndemni f i ca t ion brought under 
the O i l and Gas Act s h a l l be deposited i n the o i l and gas reclamation fund . 

B. The d i r e c t o r s h a l l make an annual report to the secretary of energy and minera ls , the governor 
and the l e g i s l a t u r e on the use of the o i l and gas rec lamat ion. fund. 

C. A l l contracts f o r w e l l plugging s h a l l be entered i n t o i n accordance w i t h the p rov i s ions o f the 
Publ ic Purchases Act . Any contractor employed by che d i v i s i o n to plug a w e l l i s authorized to s e l l f o r salvage 
the equipment and ma te r i a l which i s removed from the w e l l i n plugging i t . 

Operators o f w e l l s on f e d e r a l land submit plugging programs f o r approval 

t o the USGS. Copies o f the approved program are suppl ied t o the D i v i s i o n by 

the USGS. I n prepar ing p lugging programs f o r f e d e r a l w e l l s , operators again 

genera l ly f o l l o w the D i v i s i o n Guide l ines . At times the D i v i s i o n has prescr ibed 

plugging programs deemed necessary to p ro t ec t ground water regardless o f the land 

t y p e . 

For f u r t h e r d i scuss ion o f w e l l p lugging on f ede ra l l and , see b . 3 . Wells 

on Federal Land. 
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e. M o n i t o r i n g , I n s p e c t i o n , R e p o r t i n g . 

1. W e ll i n s p e c t i o n and t e s t i n g . 

A l l newly d r i l l e d o r c o n v e r t e d i n j e c t i o n w e l l s must be p r e s s u r e t e s t e d 

f o r m echanical i n t e g r i t y p r i o r t o commencing i n j e c t i o n and a t l e a s t once every 

f i v e years t h e r e a f t e r . Rule 704 s t a t e s these r e q u i r e m e n t s , as f o l l o w s : 

RULE 704. TESTING .AND MONITORING 

A. Testing 

Prior to commencement of i n j e c t i o n , wells s h a l l be tested to assure the i n i t i a l i n t e g r i t y 
of the casing and the tubing and packer, i f used, including; pressure testing of the casing-tubing annulus. 

At least once every f i v e years thereafter, i n j e c t i o n wells s h a l l be tested to assure t h e i r 
continued mechanical i n t e g r i t y . Tests demonstrating continued mechanical i n t e g r i t y s h a l l include the 

. following: 

(a) measurement of annular pressures i n wells i n j e c t i n g at positi v e pressures under 
a packer or a balanced-fluid seal; 

(b) pressure testing of the casing—tubing annulus for v e i l s i n j e c t i n g under 
vacuum conditions; and, 

(c) such other tests which are demonstrably e f f e c t i v e and which may be 
approved for use by the Division. 

Notwithstanding the test procedures outlined above, the Division may require more comprehensive 
tenting of the i n j e c t i o n wells when deemed advisable, including the use of tracer surveys, noise logs, 
temperature logs;, or other test procedures or devices. 

I n a d d i t i o n , the Division may order special tests to be conducted p r i o r to the expiration of 
f i v e years i f conditions are believed to so warrant. Any such special test which demonstrates continued 
mechanical i n t e g r i t y of a well s h a l l be considered the equivalent of an i n i t i a l test for cest scheduling 
purposes, and the regular-5-year tes t i n g schedule sh a l l be' applicable thereafter. 

The i n j e c t i o n well operator s h a l l advise the Division of the date and time any i n i t i a l , 5-year, 
or special tests are to be commenced i n order that such tests may be witnessed. 

B. Monitoring 

I n j e c t i o n wells s h a l l be so equipped that the i n j e c t i o n pressure and annular pressure may 
be determined at: the wellhead and the injected volume may be determined at least monthly. 

I n j e c t i o n wells used for storage sh a l l be so equipped that both injected and produced 
volumes may be determined at any time. 
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At least twenty-five percent of these pressure tests are witnessed 

by D i s t r i c t Field Inspectors. Inspectors operate under the authority of the Oil 

and Gas Act which empowers the Division 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 i n any section hereof". 

Rule 1303. DUTIES AND AUTHORITY OF FIELD PERSONNEL states that o i l and gas 

inspectors and other Division personnel "have the authority and duty to enforce 

the rules and regulations of the Division". 

In the eight counties of D i s t r i c t I , I I , and I I I where Class I I wells 

presently exist, ten fu l l - t i m e f i e l d inspectors schedule and witness annual 

pressure tests for mechanical i n t e g r i t y on almost a l l i n j e c t i o n wells and many 

related production wells. As reported on computerized Field Trip summaries during 

1980 f i f t e e n Division s t a f f members spent 7656 hours i n 1133 days inspecting 

11,935 injection and related producing wells, 298 other i n j e c t i o n f a c i l i t i e s , 

and took 71 enforcement actions i n the f i e l d . 

In the few cases where tests are not witnessed, operators are required 

to f i l e results of the tests with the D i s t r i c t offices. In addition to pressure 

tests, inspectors conduct s i t e inspections to assure that Division Rules are being 

properly followed. 
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When tests indicate that we Lis are defective, operators are instructed 

Co take corrective action. Operators must submit for advance approval a 

description of the proposed repairs on Form C-103. SUNDRY NOTICES AND REPORTS 

ON WELLS. In urgent cases when work should begin immediately, telephone 

approval can be obtained from the Division prior to submission of Form C-103. A 

report, of the work when i t is completed must also be submitted on Form C-103. 

.(See Rule 1103 in b.3 Operating Requirements). D i s t r i c t inspectors then schedule 

and witness, followup pressure tests to-be certain that the corrective action has 

been successful. 

2. Reports of Breaks, Spills,.Leaks, etc. 

Rule 116 requires operators to report mechanical failures or 

downhole problems which might endanger fresh water i n the following manner: 

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

The D i v i s i o n s h a l l be n o t i f i e d of any f i r e , break, leak, s p i l l , or blowout occurring at any i n j e c t i o n 
or disposal f a c i l i t y or at any o i l or gas d r i l l i n g , producing, tran s p o r t i n g , or processing f a c i l i t y i n the 
State of New Mexico by the person operating or c o n t r o l l i n g such f a c i l i t y . 

" F a c i l i t y , " f o r the purpose of t h i s r u l e , s h a l l include any o i l or gas w e l l , any i n j e c t i o n or disposal 
w e l l , and any d r i l l i n g or workover w e l l ; any pipe l i n e through which crude o i l , condensate, casinghead or 
na t u r a l gas, or i n j e c t i o n or disposal f l u i d (gaseous or l i q u i d ) i s gathered, piped, or transported (in c l u d i n g 
f i e l d f l o w - i i n e s and lead-lines but not including natural g a s . d i s t r i b u t i o n systems); any receiving tank, 
holding tank, or storage t2nk, cr receiving ana storing receptacle i n t o which crude o i l , condensate, i n j e c t i o n 
or disposal f l u i d , or casinghead or natural gas i s produced, received,-or stored; any i n j e c t i o n or disposal 
pumping or compression s t a t i o n including related equipment; any processing or r e f i n i n g plant i n which crude 
o i l , condensate, or casinghead or natural gas i s processed or re f i n e d ; and any tank or d r i l l i n g p i t or slush 
p i t associated w i t h o i l or gas w a l l or i n j e c t i o n or disposal well d r i l l i n g operations or any tank, storage p i t , 
or pond associated w i t h o i l or gas production or processing operations or w i t h i n j e c t i o n or disposal operations 
and containing hydrocarbons or hydrocarbon waste or residue, s a l t water, strong caustics or strong acids, 
or other deietericus chemicals or harmful contaminants. 

N o t i f i c a t i o n of such fire., break, leak, s p i l l , or blowout s h a l l be i n accordance w i t h the provisions 
set f o r t h below: 

1. Well Blo-.routs. N o t i f i c a t i o n of we l l blowouts and/or f i r e s s h a l l be "immediate n o t i f i c a t i o n " 
described below. ("nail blowout" i s defined as being loss of co n t r o l over and subsequent eruption of any 
d r i l l i n g or workover w e l l , or che rupture of die casing, casinghead, or wellhead or any o i l or gas w e l l or 
i n j e c t i o n or disposal w e l l , whether active or inac t i v e , accompanied by the sudden emission of f l u i d s , gaseous 
or l i q u i d , from the w e l l . ) 

2. "Major" Breaks, Skills;, or Leaks. N o t i f i c a t i o n of breaks, s p i l l s , or leaks of 25 or more barrels 
of crude o i l or condensate, or 100 barrels or more of s a l t water, none of which reaches a watercourse.or 
enters a stream or lake; breaks, s p i l l s , or leaks i n which one or more barrels of crude o i l or condensate or 25 
barrels or more of s a l t water does reach a watercourse or enters a stream or lake; and breaks, s p i l l s , or 
leaks of hydrocarbons or hydrocarbon waste or residue, s a l t w a t t r , strong caustics or strong acids, gases, 
or other deleterious chemicals or harmful concnminr.nts of any magnitude which may with reasonable p r o b a b i l i t y 
endanger human health or res u l t i n substantial damage to property, s h a l l be "immediate n o t i f i c a t i o n " described 
below. 

3. "Minor" Breaks, S p i l l s , or Leaks. N o t i f i c a t i o n of breaks, s p i l l s , or leaks of 5 barrels or more 
but less than 25 burrelr. ot cude o i l 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, s h a l l be "subsequent n o t i f i c a t i o n " 
described below. 
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Rule 116 (Cont'd.) 

Gaa Leaks and Gas Lino 3reaks. 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 endancer human health or result in substantial damage to property shall be "immediate notification" 
described below. Notification of sas pipe line breaks or leaks in which the loss is estimated to be 1000 
or more tlCF 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, i f the loss i s , or i t appears that the loss w i l l be, 25 or more barrels of crude o i l 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. I f the loss i s , or i t appears that the loss 
w i l l be at least 5 barrels but less than 25 barrels, notification shall be "subsequent notification" 
described below. 

6. D r i l l i n g Pits, Slush Pits, and Storage Pits and Ponds. Notification of breaks and s p i l l s from 
any d r i l l i n g p i t , slush p i t , or storage p i t or pond in which any hydrocarbon or hydrocarbon waste or residue, 
strong caustic or strong acid, or other deleterious chemical or harr.iui 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 probability cndar.ger human health or result i n 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 at. to not endanger human health, cause substantial surface damage, 
or result in substantial damage to any watercourse, stream, or lake, or che contents thereof, shall be 
"subsequent notification" described belcv, provided however, no notification shall be required where there 
i s no threat of any damage resulting from the break or s p i l l . 

IMMEDIATE NOTIFICATION. "Immediate Notification" shall be as soon as possible after discovery and 
shall be either i n person or by telephone to the d i s t r i c t office of the Division d i s t r i c t in which the 
incident occurs, or i f the incident occurs after normal business hours, to Che District Supervisor, the Oil 
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 d i s t r i c t 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 che d i s t r i c t office of the Division d i s t r i c t in which the incident 
occurred within ten days aftar 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. Tiie 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 Che measures chat have been taken and are being Caken to remedy the situation 
reported. 

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

In cases of reported injection well failure appropriate corrective 

action to protect ground water will be required of the operator, or, i f necessary, 

the well or wells will be ordered shut-in or plugged. 

Rule 705 (included in d. 6. Plugging and Abandonment) requires 

notification to the Division of commencement, discontinuance and abandonment of 

injection operations. 

Monthly or annual reports of injection volumes and pressures are 

required for a l l injection wells under Rule 706, as follows: 
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RDLE 706. RECORDS AND REPORTS 

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

1. Secondary dr Other Enhanced Recovery on Form C-115; 

2. Pressure Maintenance on Form C-115 and as otherwise prescribed by the Division; 

3. Salt Water Disposal on Form C-120-A; 

<>. Natural Gaa Storage on Form C-131-A; and 

3. Injection of other fluids on a form prescribed by the Division. 

Thei operator of a liquefied petroleum gas storage project shall report annually on Form C-131-B 
Annual LPG Storage Report. 

A d d i t i o n a l r e p o r t i n g requirements are contained i n Rules 1115 and 1131 as f o l l o w s : 

BULE 1115. OPERATOR'S MONTHLY REPORT (Form C-115) 

Operator's Monthly Report, Form C-115 or Form C-115-EDP, shall be f i l e d on each producing 
lease and each secondary or other enhanced.recovery project or pressure maintenance project injection 
«ell within che State or New .Mexico cor each calendar montn, setting fortn complete information and 
data indicated on said ronnsi in che order, format, and style prescribed by the Division Director. 
Oil production from -ells umcn are producing into common storage shall be estimated as accurately 
OS posnible on che basis of periodic tests. 

ttm reports on this form shall be fi l e d by the producer aa follows: 

Original to the Oil Conservation Division ac Santa Pe; one copy to the District 
Office of che Division in which d i s t r i c t the lease is located; and one copy to each 
transporter involved. Each report tor each month shall be postmarked not later than 
the. 24th day of next succeeding month. Failure of an operator to t i l e this report 
in accordance with the provisions ot thia rule nay resulc in cancellation of Form C-104 
for the .affected well or wells and/or cancellation of authority to inject. 

\ 

IDLE 1131. MONTHLY GAS STORAGE REPORT (Form C-131-A) 
ANNUAL LPG STORAGE REPORT (Form C-131-B) 

Each operator of an underground natural gas storage project shall report i t s operation 
monthly on Form C-131-A. Form C-131-A shall be fil e d in duplicate (one copy to the 
appropriate d i s t r i c t office) and shall be postmarked not later than che 24th day of the 
next succeeding month. 

Each operator of an underground liquefied petroleum gas storage project 
approved by the Division shall report i t s operation annually on Form C-131-5. 
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Rule 1100. C. requires operators to make and keep records for a min

imum of five years, as follows: 

stale 1100. General 

C. Books and Records 

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

Differing kinds of enforcement actions are taken at di f f e r e n t levels 

of the Division. 

1. Direct action by Field Inspectors. When easily corrected problems 

such as small surface leaks or excessive in j e c t i o n pressures are encountered 

by Field Inspectors, the problems are brought d i r e c t l y to the attention of the 

operator by the Field Inspector for corrective action. As stated i n the previous 

section, 74 such enforcement actions were taken by Field Inspectors i n connection 

with i n j e c t i o n F a c i l i t i e s i n 1980. 

2. D i s t r i c t Office Action. When an inspection reveals that,a well 

is leaking or. when other serious problems are detected or reported, the D i s t r i c t 

Supervisor or Field Inspector w i l l n o t i f y the operator by telephone and/or l e t t e r 

of the repairs which must be made. The operator must f i l e a Form C-103 stating 

the work which w i l l - be performed on the well, and a second Form C-103 when the 

work i s completed (See Exhibit x i ?• In many cases, Field Inspectors'will 

witness the corrective action taken. I f the work i s not completed within a 

reasonable time, followup l e t t e r s are sent to ensure that the remedial action 

i s taken. D i s t r i c t Supervisors can order wells shut-in by cancelling the allow

able or cancelling the authority to i n j e c t i f the threat to ground water i s severe 

or i f operators f a i l to take the required remedial action. 

3. Division Director Action. District'Supervisors refer major cases 

to the main o f f i c e i n Santa Fe. The Division Director may write or telephone 

operators ordering corrective action, or he may c a l l a hearing, after public 

•notice, at. which the operator must show cause why he should not be required to 

take action to comply with Division Rules or Orders. To accomplish t h i s , the 
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operator might present evidence demonstrating that the data causing the c a l l 

for the hearing was erroneous, that the operator was actually i n compliance, 

or that corrective action had already been taken- Depending on the findings 

made at the hearing, the Director would issue an Order of the Division specify

ing the remedial actions, i f any, required of the operator. To date operators 

have cooperated i n making well repairs and taking other corrective action and 

no hearings leading to orders requiring specific corrective action have been 

required. 

The Division Director, i n consultation with the General Counsel, and 

considering the recommendations of the D i s t r i c t Supervisor, determines whether 

or not violations warrant court action to seek fines. 

When old wells are judged to be a potential threat to ground water, and 

the operator does not plug them upon request, or the operator no longer i s i n 

business i n the state, a case i s brought to hearing to determine whether there 

i s any reason why such wells should not be ordered plugged. After the hearing, 

money for plugging i s obtained from bonding companies or from the Division's 

Reclamation Fund and the Division contracts with a d r i l l e r to have such wells 

plugged. Additionally, the Division may take court action to obtain payment 

from the operator for plugging costs. 

4. Court Action. The Division can seek injunctive r e l i e f i n D i s t r i c t Court 

i f operators do not comply with Division Orders and Rules to stop v i o l a t i o n s , 

including violations which endanger drinking water. 

In cases i n which violations appear to result from w i l f u l neglect the Division 

may seek the assessment of fines of up to $1,000 a day i n c i v i l penalties or up 

to $5,000 i n criminal penalties for each day a viol a t i o n takes place. * 

As noted above, the vast majority of enforcement actions are carried out 

by Field Inspectors and the D i s t r i c t Supervisors. During 1980 approximately 

* See House B i l l 232(attached to Division Rules and Statutes) which amends the 
penalty provisions contained i n Section 70-2-20 NMSA, 1978. 
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4,000 tests of secondary recovery and salt water disposal i n j e c t i o n wells were 

conducted i n the southeast producing area. The average rate of problems for 

a l l wells tested was approximately 7.3 per cent. However, i n areas where annual 

testing has taken place for a number of years, the f a i l u r e rate was as low as 

2 per cent. 

An effective enforcement t o o l i s cancelling the allowable for production 

wells. This i s the equivalent of pipeline severance. In most cases the threat 

of doing t h i s i s s u f f i c i e n t to bring about prompt compliance. I f i n j e c t i o n 

wells present problems i n a waterflood project and the production allowable for 

the project wells i s cancelled the effect i s to shut down in j e c t i o n u n t i l correc-

t i v e action i s taken. No such actions have been required i n connection with 

injection wells. 

When operators f a i l to f i l e required monthly reports of production and 

inj e c t i o n volumes on Form C-115, l e t t e r s are sent to them cancelling t h e i r allowable 

u n t i l they have reported. Approximately t h i r t y to fo r t y such cancellation notices 

are sent monthly. Plans whereby l e t t e r s w i l l be sent to operators of disposal 

wells and inje c t i o n projects which show no in j e c t i o n for a period of over six months 

informing the:m that t h e i r authority to inj e c t shall be cancelled ipso facto under 

Rule 703 are expected to be completed this year. 

In waterflood projects i n which water flox*s or other problems have 

become pronounced, a l l wells have been tested annually or semiannually and the 

defective wells have been ordered repaired. Such testing continues u n t i l the 

percentage of wells with defects declines to a minimum lev e l . In such cases the 

D i s t r i c t Supervisors have required the necessary corrective action on defective 

wells. In v i r t u a l l y a l l cases, operators have made the necessary repairs without 

undue delay. Inspectors have witnessed most of the corrective action. 
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Certain operators are responsible for more frequent violations than 

others. The violations are mainly i n the areas of lease cleanup and minor 

surface leaks and s p i l l s . Field Inspectors make more frequent inspections of 

such operations, followup more quickly on the requests made for corrective 

action, and threaten to cancel, or do cancel, allowables more frequently i n such 

cases. 

I f dangerous or flagrant violations occur, either the D i s t r i c t 

Supervisor or the Division Director can immediately cancel the authority to 

in j e c t . I f the operator should f a i l to obey such an order, a formal, emergency 

Division Order cancelling in j e c t i o n authority, could be issued under Rule 1202. 

Under this r u l e , a hearing on the Order would be scheduled within f i f t e e n days, 

but the Order would be effective i n the interim. In cases of f a i l u r e to comply 

with such an Order, the next step would be court action seeking injunctive r e l i e f 

and fines. No cases of such serious nature have arisen to date i n connection with 

in j e c t i o n operations. 

The Division may c a l l a simple show cause hearing at any time for 

v i o l a t i o n of rules or orders where an operator has refused to comply but no emergency 

condition exists. 

Fines have been sought recently against operators for surface leaks 

and s p i l l s but not for injection operation. In 1976, an operator was fined $18,000 

for permitting serious leaks i n a salt water disposal well to go undetected for 

a substantial period of time. 

One water contamination study made by the Division (Doom, Mathis, and 

Owens; Lea County; 1977-78) indicated that a Class I I injection well was the 

^'probable source of chloride contamination of a water well. Other such studies 

have generally shown that abandoned brine p i t s (prohibited by Division Order i n 

most areas since 1969) were the probable contamination source. 
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Q_ Division Staff and Resources 

The Chief of the Technical Support Bureau i n the Santa Fe o f f i c e is 

d i r e c t l y i n charge of UIC a c t i v i t i e s (See Exhibit I I - Table of Organization); 

Working under him is the UIC Planner who carries out record keeping, reporting, 

grant application w r i t i n g , l i a i s o n and budgeting duties for the UIC Program. 

Applications for new water flood and pressure maintenance projects 

and for salt water disposal wells and other new in j e c t i o n projects are reviewed by 

the Water Resource Specialist i n Santa Fe who schedules them for Division 

Hearings or writes Administrative Orders for the Director's approval i n cases 

i n which the Blules do not require a hearing ( i . e . , some salt water disposal 

wells and additional i n j e c t i o n wells i n previously approved water flood projects). 

The Records Management and Support Section maintains complete records 

of a l l i n j e c t i o n wells as well as producing wells. 

In addition to producing many monthly, semi-annual and annual reports 

of d r i l l i n g a c t i v i t y and production, the twelve-person data processing s t a f f 

u t i l i s e s the IBM 4331 computer to produce two monthly reports of i n j e c t i o n volumes, 

pressures and well use for 1) water flood and pressure maintenance projects and 

2) salt water disposal wells. Two data processing s t a f f members are also working 

to complete the inj e c t i o n well inventory for EPA. 

A l l Santa Fe s t a f f members with the exception of the four people i n 

the Oil and Gas Proration Unit work on UIC matters. During the f i r s t six months of 

FY 81, twenty-seven Santa Fe s t a f f members spent an average of almost 17 per cent 

of t h e i r time on UIC work. 

D i s t r i c t Offices 

The thirty-one s t a f f members i n D i s t r i c t s I , I I , and I I I devote an 

average of over twenty per cent of their time to UIC a c t i v i t y . However, i n 

D i s t r i c t s I and I I where most inj e c t i o n wells are located, the eight Field 



Program Description 
-47-

Inspectors spent forty per cent of their time scheduling inspections, inspecting 

and testing injection and related production wells, investigating complaints of 

rule violations, witnessing well repairs, and carrying out other UIC a c t i v i t i e s . 

In a l l three D i s t r i c t s inspectors witness mechanical i n t e g r i t y tests on almost a l l 

i n j e c t i o n wells annually. 

Office personnel process d r i l l i n g and workover applications and maintain 

complete D i s t r i c t well f i l e s . Field inspectors observe the majority of the 

c r i t i c a l operations carried out i n d r i l l i n g and repairing wells to be certain 

that well construction is adequate to confine f l u i d s to the approved zones. 

Technical personnel review injection applications to be sure that the proposed 

inje c t i o n w i l l not result i n f l u i d migration into drinking water aquifers. 

When reports of water contamination are received the D i s t r i c t Technical s t a f f 

as well as the Water Resource Specialist from Santa Fe conduct studies to determine 

the source of contamination. Technical assistance i n planning i n j e c t i o n projects 

is given to operators by s t a f f geologists, Field Inspectors, and D i s t r i c t 

Supervisors. 

Staff resources are s u f f i c i e n t to permit careful monitoring of i n j e c t i o n 

a c t i v i t i e s throughout the state. Systematic procedures for testing essentially 

a l l i n j e c t i o n wells and requiring the repair of defective wells assure the 

i n t e g r i t y of injection systems and the prevention of fresh water contamination 

i n almost a l l cases. 
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h. Other State Agencies 

The O i l Conservation Division has sole authority for the regulation 

of Class I I wells. 

i . Class I I Well Inventory 

The Contractor employed by the Division to prepare the inventory, 

completed ttie inventory for 1978 and began to update the inventory for 1979. 

Letters were sent to individual operators asking them to v e r i f y the information 

contained i n the 1978 records. Based on t h e i r replies, discrepancies have been 

resolved. Operator contact names and addresses have been added. On June 30 

the Contractor completed his work and thes regular data processing s t a f f continued 

the updating process. By January 1, 1982, the inventory i s expected to be 

updated, completed and corrected through 1980 and w i l l be submitted to EPA at 

that time. 
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j . Aquifer Protection, Aquifer Exemption, 

1- Introduction 

The purpose of EPA's UIC program is to protect underground sources of 

drinking water (USDWs) from the potentially harmful effects of the inj e c t i o n of 

fluid s (Class I I wells) for produced f l u i d disposal, enchanced recovery, and 

hydrocarbon storage. 

EPA regulations define a USDW as "an 'aquifer' or i t s portion 

(a) (1) Which supplies drinking water for human 
consumption; or 

(2) In which the ground water contains fewer than 
10,000 mg/1 t o t a l dissolved solids, and 

(b) Which is not an exempted aquifer." 

The regulations define an aquifer as "a 
geological formation, group of formations, 
or part of a formation that i s capable of 
yielding a significant amount of water to 
a well or spring." 

The regulations define an exempted aquifer as "an 
'aquifer' or i t s portion that meets the 
c r i t e r i a i n the d e f i n i t i o n of underground 
source of drinking water but which has been 
exempted according to the procedures i n 
§ 122.35 (b)." 

Under Section 1425 of the Act the State i s not bound by, among others, 

Section 122.35 (b) of the regulations. Further, two Division studies attached 

as Appendix A-l and A-2 demonstrate that the procedures of said section are not 

practical or economic. 

However, under guidelines adopted by EPA for State Demonstrations, 

States are expected to be bound by the c r i t e r i a of Section 146.04 of the regula

tions i n exempting aquifers. 
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This section reads as follows relative to Class I I wells: 

§ 146.04 c r i t e r i a for exempted aquifers 

An aquifer or a portion thereof which meets the c r i t e r i a for 

an "underground source of drinking water: i n § 146.03 may 

be determined under 40 CFR 122.35 to be an "exempted aquifer" 

i f i t meets the following c r i t e r i a : 

(a) I t does not currently serve as a source of 
drinking water, and 

(b) I t cannot now and w i l l not i n the future 
serve as a source of drinking water because; 

(1) I t is mineral, hydrocarbon or geothermal 
energy producing; 

(2) I t is situated at a depth or location which 

makes recovery of water for drinking water 

purposes economically or technologically 

impractical; 

(3) I t is so contaminated that i t would be 

economically or technologically impractical 

to render that water f i t for human consumption. 

While i t may be reasonable to describe and exempt aquifers i n some areas 

such as that described i n the Lea County report, Appendix A-2, such action is not 

uniformly needed nor is i t practical. We believe i t is possible to conduct a 

program for regulation of Class I I in j e c t i o n wells which w i l l , (1) protect 

underground sources of drinking water, and (2) not unnecessarily impede approval 

and use of such wells without formal aquifer designation or exemption. 

Nevertheless i t remains the Division's intention to protect USDWs. 

Prior to detailing the nature of the Division program which w i l l 

accomplish the goals set out above, there should be some additional discussion 

as to the general inpracticality and lack of necessity for aquifer exemption 

re l a t i v e to Class I I wells. 

2 - P r a c t i c a l i t y 

In addition to the gross economic impracticality conclusions 

inferred from the Eddy County report, Appendix A- l , the nature of 



Program Description 

hydrocarbon reservoirs i n a formation is such as to defy drawing a li n e on 

a map which once ar.d for a i l may define the horizontal l i m i t s thereof. This 

commonly results from additional d r i l l i n g which reveals edge wells, isolated pods 

of protection, or unsuspected pool extensions. Further completely new reservoirs 

in the same formation may be discovered i n proximity to or somewhat removed from 

currently known reservoirs. These conditions are exemplified by figures A-l 

and A-2 following and can be confirmed by comparing development maps from the 

1940s and 50s to a recent map. 

In essentially a l l cases one would expect that i n j e c t i o n into such 

extended or new reservoirs would be necessary i n order to recover the maximum 

volume of hydrocarbons contained therein. To require that the State Program be 

revised each time a new edge well was d r i l l e d or a new reservoir found would be 

wasteful, ridiculous, and of no value. 

3 - Necessity 

There seems l i t t l e necessity for elaborate aquifer exemptions related 

to ER Projects for the following reasons: 

(1) The pressure sinks surrounding the producing wells i n 

an ER project cause injected f l u i d s to move inward 

toward producing wells rather than outward toward any 

other part of the formation. Such contained movement 

eliminates the direct potential for contamination of 

USWDS which may be located elsewhere i n the same 

formation. 

(2) The Division knows of no instance i n the State where 

drinking water is being produced and consumed by the public 

from an aquifer which is also an o i l and/or gas reservoir 

at the same horizontal and v e r t i c a l section. Some USDWs 

exist within the same v e r t i c a l section but horizontally 

removed from the hydrocarbon zone. The San Andres formation 

i n Eddy County provides excellent examples of both of these 

situations. These conditions are discussed and extensively 

referenced i n Appendix A-l. 

The review and approval process to be used for produced f l u i d 

-disposal wells w i l l assure aquifer protection on a case by 

case basis. This process is discussed later i n this Section. 
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4 - Approval Process - Enhanced Recovery 

The actual approval process is discussed elsewhere i n this 

demonstration. The result of this process, however, w i l l be to permit comple

tion of enhanced recovery injection (ER) wells i n that v e r t i c a l and horizontal 

portion of a geologic: formation which contains hydrocarbons which may be sus

ceptible to production from ER operations. Injection w i l l be permitted i n such 

zone and i n the same interval normally not further than one-half mile from the 

outer boundary of the project. The outer boundary of any ER project may be 

considered to be a line which is determined by projecting horizontal and v e r t i c a l 

lines through the outermost project wells (those wells which have produced or are 

demonstrated to have productive potential from the project). See Figure A-3 . 

5 - Approval Process - Produced Fluid Disposal 

Produced f l u i d disposal wells (SWD) w i l l not be authorized to i n j e c t 

into a formation or part thereof containing water having TDS levels of 10,000 mg/1 

or less except: under the following conditions: 

(a.) The formation or zone has been declared an exempt 

aquifer as a part of the State demonstration or 

any subsequent amendment thereto; or 

(b) The applicant demonstrates at a public hearing, 

that said formation or part thereof meets the 

exemption c r i t e r i a of Section 146.04 (a) and (b), 

(1), (2), or (3). 

The Lea County study attached to this demonstration as Appendix A-2 

i l l u s t r a t e s the type of evidence the Division would seek i n such cases. 

A l l applications for approval of SWD wells not within an o i l or 

gas zone or within one mile thereof w i l l contain data on water quality i n the 

proposed disposal i n t e r v a l . Any SWD well proposed for disposal into a formation 

or zone containing water of 10,000 mg/1 TDS or less which is not an exempted 

aquifer w i l l be set for public hearing before a Division examiner. 

The Division w i l l place the Dallas EPA o f f i c e on i t s mailing l i s t 

for hearing dockets as well as for copies of i n j e c t i o n well permits. 
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6-- Approval Process - Liquid Hydrocarbon Storage 

Liquid hydrocarbon storage wells w i l l be approved i n the same manner 

as produced f l u i d disposal wells. 

7 - Aquifer Exemption - Lea County 

The Lea County study contained i n Appendix A-2 contains extensive 

data on Permian age aquifers, t h e i r water quality, the potential for th e i r use, 

alternative water sources, cost analyses, and the value of such aquifers for' 

disposal purposes. 

Based upon this study the Division proposes that the Tansil, Yates, 

Seven Rivers, Queen, Grayburg, and San Andres formations of Lea County be 

cla s s i f i e d as exempt aquifers. 

Please refer to Figures 8 and 9 of the Lea County Report, Appendix A-2 and 

Resource Map No. 6 from "Stratigraphy and Ground-Water Hydrology of the Capitan 

Aquifer, Southeastern New Mexico and Western Texas", by William L. Hiss (PHD 

Thesis, University of Colorado 1975) for the v e r t i c a l and horizontal sections 

to be exempted. (See following). Because of the gradational nature of the 

back reef facies a more precise description i s not proposed. 
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WATER-LEVEL CHANGES IN THE 
PERMIAN CAPITAN AQUIFER 

Eddy and Southern Lea Counties, New Mexico 
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from PROFESSIONAL ENGINEER (cont'd.) 

INTRODUCTION 

The U. S. Geological Survey, in cooperation with the 
State Engineer of New Mexico, is using 12 wells i n 
Eddy and southern Lea Counties, New Mexico, to 
observe changes i n hydraulic head i n the Capitan 
aquifer., The observation wells are located i n the 
area underlain by the Capitan Limestone (Permian) 
i n an arc extending from southwest of Carlsbad, 
N. Mex. around the north and east margins of the 
Delaware basin to southwest of J a l , N. Mex. (Hiss, 
1971; f i g s . 1 and 2 and table 1) 

Large quantities.of saline ground water are being 
withdrawn from the Capitan aquifer i n Lea County,' 
New Mexico and Winkler and Ward Counties, Texas 
(Guyton and Associates, 19f>8; Brackbill and Gaines, 
1961). This water, togethesr with some additional 
saline water produced with o i l , is transported to 
other ar^as where i t is injected into several forma
tions to repressurize p a r t i a l l y depleted o i l f i e l d s . 
The location of principal water fie l d s producing 
from the Capitan aquifer is shown i n Figure 1. 
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k. Review of existing Class I I wells. 

Since; 1976 the Division has been-conducting an intensified program of 

testing a l l Class I I wells related to secondary recovery and salt water 

disposal. This program'is described above i n Section e. In water flood 

projects where problems developed, the Division has tested most production 

and injection wells annually or semiannually and has caused wells to be 

repaired. Operators submit repair plans to the Division for approval, and 

in most cases Field Inspectors witness the,repair procedures. This work has 

resulted in reducing the percentage of problem wells to approximately two 

per cent. 

The review proposed i n t h i s section of the Guidance, then, has been 

essentially completed and no major well review program i s necessary; 

In 1981., and annually for the next few years, the Division w i l l arrange, 

with operators for mechanical i n t e g r i t y tests of v i r t u a l l y a l l i n j e c t i o n wells 

i n water flood and pressure maintenance projects and s a l t water disposal wells. 

Field inspectors w i l l witness most such tests and necessary repairs w i l l be 

required. Authority to i n j e c t w i l l be cancelled for those wells which oprators 

do not repair successfully. When such inspections reveal evidence of low f a i l u r e 

rates, the test periods may. be lengthened but w i l l not exceed f i v e years. 

In addition,, the status and condition of the score of LPG storage wells 

w i l l be rechecked within two years. 

The above program assures that the mechanical i n t e g r i t y of existing Class 

I I wells w i l l be v e r i f i e d frequently enough to provide s u f f i c i e n t protection to 

underground sources of drinking water. 

1. Public Participation 

A public information program to inform New Mexicans about underground 

inj e c t i o n control and to s o l i c i t public input for the UIC program w i l l be carried 
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out. At the same time, under the provisions of Rules Section N-Rules on Procedure, 

public notice i s given of a l l Division and Commission hearings called to consider 

applications for new or expanded injection projects. The public i s permitted to 

offer testimony at a l l such hearings. 

Significant comments made by any individual at hearings are addressed by 

the Hearing Examiner during the hearing and become part of the hearing transcript, 

or they are addressed i n the findings which accompany the subsequent order. In 

both instances, the responses to comments become part of the case record and are 

available for public perusual i n the Santa Fe o f f i c e of the Division. 

In the case of applications for expanded projects which can be approved 

administratively without a hearing under Rule 701, the notice provisions require 

applicants to furnish a copy of the application to the surface owner and to each 

offset operator within a half mile of the well location and also to publish 

notice of the application i n a newspaper of general c i r c u l a t i o n i n the county 

i n which the_proposed well i s located. I f objections are received within 15 days, 

the application w i l l not be approved and the case w i l l be scheduled for hearing 

after public notice i f the operator so desires, 

m. Public Complaints 

Having existed for over 30 years the three D i s t r i c t Offices of the 

Division i n the o i l and gas producing regions of the State, and the central 

o f f i c e i n Santa Fe, are well known to interested members of the public as the 

locations for obtaining information and registering complaints related to o i l 

and gas a c t i v i t i e s . The Division Director, Technical Support Chief, Chief 

Engineer, General Counsel, D i s t r i c t Supervisors, Field Inspectors and other 

Division s t a f f members are readily available to respond to public inquiries and 

complaints. A complaint form (see Exhibit X I I ) i s u t i l i z e d to record public 

complaints and the action taken on complaints received at the D i s t r i c t Offices 

are sent to Santa Fe for review and possible further action to a l l e v i a t e the 
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cause of the specific complaint or to prevent the recurrence of similar situations. 

As part of the UIC information program, e f f o r t s are being made to re-emphasize 

to the public where and to whom to come with questions and complaints related to 

o i l and gas a c t i v i t i e s . 
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2 Clerks 

Underground Injection Control Section 

Planner 

Data Processing Section 

Infonnation Systems Manager 

Programmer Analyst 

Development Programmer 

Records Manager 

Computer Operator 

Key Entry Supervisor 

5 Key Entry Operators 

Clerk 

Oil and Gas Proration Unit 

Supervisor 

2 Clerks 
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Supervisor 
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Chief Field Inspector 
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SUBJECT: SALT WATi'.K DISPOSAL. WELL OP.DKR NO. SWD-227 

THE APVMCATION oi-' J . M. liunr.K 
CORPC-V.TJC:; FOX A SALT V;ATI:R DISPOSAL 
WELL. 

AOMINTCTRAT LVH OP.DHP. 
OF TiiK OIL CONSERVATION DTVTSTOM 

Under tho p revia i or.s of HuJc 701 (C) , J. M. Huber Corporation-
made? a p p l i c a t i o n to the Nov; Mexico O i l Conservation D i v i s i o n 
a; June- .10, 1930, for permission to complete f o r s a l t water disposal 
i t s G r i f f i n No. 1 located i n Unit A of Section 4, Township 14 
South, Range 36 East, NMPM, Lea County, Nov; Mexico. 

The D i v i s i o n Di r e c t o r f i n d s : 

(1) That a p p l i c a t i o n has been duly f i l e d under the 
provisions of Rule 701 (Ci of the D i v i s i o n Rules and Regulations; 

(2) That s a t i s f a c t o r y i n f o r m a t i o n has been provided that a l l 
o f f s e t operators anr surface owners have been duly n o t i f i e d ; and 

(3) That the a p p l i c a n t has presented s a t i s f a c t o r y evidence 
t h a t a l l requirements prescribed i n Rule 701 (C) w i l l be met. 

(4) That no objections have been received w i t h i n the 
wa i t i n g period prescribed by said r u l e . 

IT IS THEREFORE ORDERED; 

That the a p p l i c a n t herein, J. M. Huber Corporation, i s hereby 
authorized t o complete i t s G r i f f i n No. 1 located i n U n i t A of 
Section 4, Township 14 South, Range 36 East, NMPM, Lea County, 
New Mexico, i n such a manner as t o permit the i n j e c t i o n pf s a l t 
water f o r disposal purposes i n t o the Cisco formation a t approximately 
10,370 feet t o approximately 11, 093 f e e t through 2 3/1? inch p l a s t i c 
l i n e d tubing set i n a packer located.at approximately 10,177"feet. 

IT IS FURTHER ORDERED: 

That the operator s h a l l take a l l steps necessary t o ensure 
t h a t the i n j e c t e d water enters only the proposed i n j e c t i o n 
i n t e r v a l and i s not permitted to escape t o other formations or 
onto the surface. 

That the casing-tubing annulus s h a l l be loaded w i t h an i n e r t 
f l u i d and equipped w i t h a pressure gauge a t the surface or l e f t open 
t o the atmosphere to f a c i l i t a t e d e t e c t i o n c f leakage i n the casing, 
tubing, or packer. 

That i n j e c t i o n pressure s h a l l not exceed 2175 pounds per 
square inch as measured at the surface. 

That the operator s h a l l n o t i f y the supervisor of the 
Division's Kobbs D i s t r i c t O f f i c e before i n j e c t i o n i s commenced 
through said w e l l ; 

That the opernt-.or s h a l l immediately n o t i f y the Supervisor 
o f the D i v i s i o n Hobbs D i s t r i c t O f f i c e of the f a i l u r e c f the 
tubing casing, or packer i n said w e l l or the leakage of water 
from or around s l i d well and s h a l l take such stops as may be 
time l y or necessary to co r r e c t such f a i l u r e or leakage. 

PROVIDED FURTHER: That j u r i s d i c t i o n of t h i s cause i s 
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hereby r n r.u<! l;v the D i v i s i o n for such- f u r t h e r order or orders a 
may sven cess.. ~v or conv.-n i • -nt f o r the prevent ior. of waste . 
and/or r.: '•.1 - r t: on of o o r r c i a t ive r i q h t s ; upon f a i l u r e of a p p l i c n n t 
to cor ;•-! y with a r.y n.-qui re.T.etit of i h i : ; order a f t e r n o tice and 
hoar in':, tho D i v i s i o n may tern i na t.e tlie a u t h o r i t y Iv.-reby qranted 
in. the i n t e r e s t of conservation. That, a p p l i c a n t shai 1' submit 
monthly reports of the disposal operations in accordance•wi th Rule 
704 and 1120 of -the Commission Rules and Regulations. 

APPROVED at Santa Fe, N'cw Mexico, on t h i s 17th day of 
Jul y , 1980. 

STATE OF NKW MEXICO 
OIL CONSERVATIQN^DIVISION 

JOE D. ̂RAME-Y S 
D i v i s i o n D i r e c t o r 

SEAL 
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STATE OF NEW MEXICO 

AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

BRUCE KING 
GovttMon 

CARRY KEHOE 
December 8, 1980 

POST OFFICE BOX 2088 
STATE LANO OFFICE 8UHOINC 
SANTA FE NEW MEXICO 87601 

(SOS) 827-3434 

J. M. Huber Corporation 
1900 Wilco Building 
Midland, Texas 79701 

Attention: Robert G. Setzler 

Re: Stoltz State SWD Well 
No. 1-M, Section 6, 
T15S, R35E 
SWD-230 

Gentlemen: 

I n regards to yo-ur application to increase surface i n j e c t i o n 
pressures i n the subject we l l , we cannot allow you to i n j e c t 
at such pressures without a step-rate test. These pressures 
are far above those permitted i n the area and would l i k e to 
see further evidence to substantiate such an increase. 

I f you have further questions, please c a l l upon my o f f i c e . 

Yours very truly, 

JOE D. RAMEY 
Director 

JDR/MH/fd 
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The State of New Mexico by its Oil Conservation Division hereby gives notice 

pursuant to law and the Rules and Regulations of said Division promulgated 

thereunder of the following public hearing to be held at 9 O'clock a.m. on 

September 23, 1981, at the Oil Conservation Division Conference Room, State 

Land Office Building, Santa Fe, New Mexico, before Richard L. Stamets. 

Examiner, or Daniel S. Nutter, Alternate Examiner, both duly appointed for 

said hearing as provided by law. 

STATE OF NEW MEXICO TO: 

All named parties and persons 

having any right, t i t l e , interest 

or claim in the following cases 

and notice to the public. 

(NOES: All land descriptions herein refer to the New Mexico Principal 

-Meridian whether or not so stated.) 

CASE 7353 

Application of Texaco, Inc., for the 

aaondment of Division Order No. R-S530, 

Lea County, New Mexico. 

Applicant, in the above-styled cause, seeks the amendment of Order No. 

R-5530, which authorized i t s Central Vacuum Unit Area Pressure Maintenance 

Project, to increase the total project area allowable, or as an alternative, 

to -reclassify the project as a waterflood project. 

CASE 73S4 

Application of Corona Oil Company 

for a pilot steam—enhanced o i l 

-rmcovery project, Guadalupe County, 

«ow Mexico. 

Applicant, in the above-styled cause, seeks authority to institute a pilot 

3»taim enhanced o i l recovery project in the Santa Rosa formation by using two 

existing wells and three additional wells to be drilled to complete a five spot 

pattern located in NE/4 NW/4 of Section 17, Township U. North, Range 26 East. 

Exhibit IV 

NOTICE OP PUBLICATION 

STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

SANTA FE - NEW MEXICO 
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Dockec No. 9-81 

Dockets Nos. 12-81 and 13-81 are t e n t a t i v e l y set for A p r i l 8 and 22, 1981. Applications for hearing must 
be f i l e d at least 22 days in advance of hearing date. 

DOCKET: COMMISSION HEARING - MONDAY - MARCH 16, 1981 

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205 
STATE LAND OFFICE BUILDING, SANTA FE, NE'..' MEXICO 

The following cases are continued fron che February 18, 1981, Commission Hearing: 

CASE 7155: Application of Southland Royalty Company for cosapulsory pooling, Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks an order pooling a l l mineral interests i n the Pennsyl
vanian fonaation underlying the E/2 of Section 35, Township 18 South, Ranse 29 East, to be dedicaccd 
to a well to be d r i l l e d at a standard location thereon. Also to be considered w i l l be the cost of 
d r i l l i n g and completing said well and the a l l o c a t i o n of the cost thereof as well as actual operating 
costs and charges for supervision, designation of applicant as operator ot" the w e l l , and a charge 
for r i s k involved i n d r i l l i n g said w e l l . 

CASE 7057: (DE NOVO) 

Application of Doyle Hartman f o r the extension of the v e r t i c a l l i m i t s of the Langlie Mattix Pool, 
Lea County, New Mexico. Applicant, i n Che above-styled cause, seeks the contraction of the v e r t i c a l 
l i m i t s of the Jalr.at Pool and the upward extension of the v e r t i c a l l i m i t s of the Langlie Mattix Pool 
to the following depths underlying the following 40-acre t r a c t s i n Township 24 South, Ran^e 37 East: 
SE/4 SE/4 of Section 30: 3364 f e e t ; NE/4 SE/4 of Section 30: 3389 feet; and SE/4 SW/4 of Section. 
20: 3390 fee t . 

Upon a p p l i c a t i o n of ARCO O i l and Gas Company t h i s case w i l l be heard De Novo pursuant to the pro
visions of Rule 1220. 

Docket No. 10-81 

DOCKET: COMMISSION HEARING - ffSSSSSS.'.Y - MARCH 13, 1931 

O i l CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

CASE 7198: Application of Anoco Production Company for temporary special rules, Union, Harding, and Quay Counties, 
New Mexico. Applicant, in the above-styled cause, seeks che promulgation of temporary special crea 
rules for the Bravo Dome carbon dioxide gas area, including provision for 640-acre spacing u n i t s , 
specified well locations, casing and cementing rul e s , and aut h o r i t y to i n j e c t c.irbon dioxide gas for 
test rurr>os°s only. 

Docket No. 11-81 

DOCKET: EXAMINER HEAR I G - iJEDNESDAY - MARCH 25, 1981 

9 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM, 
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO 

Tlie following cases w i l l be heard before Daniel S. Nutter, Examiner, or Richard L. Stamets, Alternate txac mer: 

CASE 7199: I n the raatter o£ the hearing called by the O i l Conservation Division on i t s own notion co consider 
amendments to i t s SPECIAL RULES FOR APPLICATIONS FOR WELLHEAD PRICE CEILING CATEGORY DETERMINATIONS 
as pronulnated by Division Order No. S-5878, as amended. The proposed amendments re l a t e to in d i v i d u a l 
-well f i l i n g requirements for price category determinations for the following categories: 

<1) HiRh cost production enhancement gas under Section 107 of the NGPA; 

(2) Continued stripper q u a l i f i c a t i o n r e s u l t i n g from temporary pressure buildups under 
Section 108 of the NGPA. 
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CASE 7200: Application of E s t o r i l Producing Corporation for a dual completion, Lea County, New Mexico. 
Applicant, in Clin above-styU-d cause, seeks approval for Che dual conplotion of i t s Helco Fed. Well 
No. 1 located i n Unit 0 of Section 15, Township 23 South, Ran>:e 34 East, to produce gas and «as 
li q u i d s from tlie Strawn and Morrow formations, Antelope Ridv.e F i e l d , chru p a r a l l e l s t r i n g s of 
tubing. 

CASE 7201: Application of Layton Enterprises, Inc. for a un i t agreement, Roosevelt County, New Mexico. 
Applicant, in the above-sty led cause, seeks approval for Che Todd Lower San Andres Unit Area, con-
p r i s i n g 3256 acres, more or less, of Federal and State lands i n Township 7 South, Ranges 35 and 36 
East. • 

CASE 7202: Application of Layton Enterprises, Inc. for 3 waterflood p r o j e c t , Roosevelt County, New Mexico. 
Applicant, in che above-styled cause, seeks a u t h o r i t y to i n s t i t u t e a waterflood project by the 
i n j e c t i o n of water in t o the San Andrus formation thru 4 i n j e c t i o n wells located i n Sections 30, 
31 and 32 of i t s Todd Lower San Andres Unit i n Township 7 South, Range 36 East. 

CASE 7203: Application of Southern Union Exploration Co. of Texas f o r a un i t agreement, Lea County, New Mexico. 
Applicant, i n the above-styled cause, seeks approval for the Susco Bough "C" Unit Area, comprising 
2560 acres, more or less, of State lands i n Township 10 South, Range 33 East. 

CASE 7204: Application of Bass Enterprises Production Company f o r s a l t water disposal, Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks au t h o r i t y to dispose of produced sale water i n t o che 
Delaware formation i n the i n t e r v a l from 3820 feet to 3915 feet i n i t s Federal Legg Well No. 1 i n 
Unit B of Section 27, Township 22 South, Range 30 Ease, Quahada Ridge F i e l d . 

CASE 7205: Application of Supron Energy Corporation f o r a non-standard gas proration u n i t , San Juan County, New 
Mexico. Applicant, i n the above-styled cause, seeks approval of a 160-acre non-standard Blanco 
Mesaverde gas proration u n i t comprising the NE/4 of Section 35, Township 31 North, Range 12 West, to 
be dedicated r.o a wel l to be d r i l l e d at a standard location thereon. 

CASE 7183: (Continued from March 11, 1981, Examiner Hearing) 

Ap p l i c a t i o n of Flag-Redfem O i l Company f o r an unorthodox gas w e l l l o c a t i o n , Lea County,"New Mexico. 
Applicant, i n the above-styled cause, seeks a u t h o r i t y co d r i l l i t s Osudo St. C"m !-.'eiI "N'e. 2 at an 
unorthodox location 990 feet from the North and East l i n e s of Section 18, Township 20 South, Range 
36 East, North Osudo-Morrow Gas Pool. 

CASE 7206: Application of Mobil Producing Inc. f o r salt-water disposal. Lea County, New Mexico. 
Applicant, i n che above-styled cause, seeks authority to dispose of produced s a l t water i n t o the 
Devonian fornacion chrough perforations from 12;212 feet to 12,218 feet and Che open hole i n t e r v a l 
from 12,240 feet to 12,555 feet i n i t s Santa Fe Pacific Well No. 3 i n Unit M of Section 26, Township 

. 9' South, Range 36 East, Crossroads F i e l d . . ' 

CASE 7207: Application of Mobil Producing Inc. f o r lease commingling, lea County, New Mexico. 
Applicant, i n che above-styled cause, seeks approval f o r the coraiingling of Vacuum Grayburg-San 
Andres production from the State J and State I I leases i n Section 22, Township 17 South, Range 34 
East. 

CASE 7208: Application of Gulf O i l Corporation f o r che amendment of pool ru l e s , Eddy County, New Mexico. 
Applicant, i n the above-styled cause, seeks the amendment ot the White City-Pennsylvanian Gas Pool 
Rules to provide Cor 320-acre spacing rather than 640 acres with well locations specified as being 
ai: lease 1650 feet from the end boundary and 660 feet from the side boundary of che pr o r a t i o n u n i t . 

CASE 7129: (Continued from February 25, 1981, Examiner Hearing) 

Application of Koch Exploration Company for compulsory pooling, San Juan County, New Mexico. 
Applicant, i n the above-styled cause, seeks an order pooling a l l mineral i n t e r e s t s i n the Dakota 
formation underlying Che !l/2 of Section 23, Township 28 North, Range 8 West, to be dedicated to a 
we l l to be d r i l l e d at a standard location thereon. Also to be considered w i l l be the cost of 
d r i l l i n g and completing said w e l l and the a l l o c a t i o n of the cost Chereof as we l l as actual opera
t i n g costs and charges for supervision, designation of applicant as operator of the w e l l , and a 
charge: f o r r i s k involved in d r i l l i n g sa/.d w e l l . 

CASE 7169: (Continued from February 25, 1981, Examiner Hearing) 

Application of Koch Exploration Company for compulsory pooling, San Juan County, New Mexico. 
Applicant, in che ahove-stylcd cause, socks an order pool i n - a l l mineral interests i n the Dakota 
formation underlying the S/2 of Section 22, Township 28 North', Range 8 West, to be dedicated Co a 
we l l to be d r i l l e d ac J standard location thereon. Also to b> considered w i l l ho die cost of 
d r i l l i n g and coniplctinr. said well and tho a l l o c a t i o n of the cost thereof as well as actual 
operating costs and charges for supervision, designation of applicant as operator of the w e l l , 
ami a charge.for r i s k involved in d r i l l i n g said w e l l . 
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IN THE MATTER OF THE HEARING 
CALLED CY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

• 
CASE NO. 6367 
Order No. R-58 97 

APPLICATION OF PHILLIPS PETROLEUM 
COMPANY FOR A PRESSURE MAINTENANCE 
PROJECT/ LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on f o r hearing a t 9 a.m. on October 25, 
1978, a t Santa Fe, New Mexico, before Examiner Daniel S. Nutter. 

NOW, on t h i s 16th day of January, 1979, the Divi s i o n 
Director, having considered the testimony, the record, and the 
recommendations of the Examiner, and being f u l l y advised i n the 
premises, 

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

(2) Thac by Division Order No. R-5871 dated November 27, 
1978, statutory u n i t i z a t i o n was approved f o r the East Vacuum 
Grayburg-San Andres Unit Area, Lea County, New Mexico. 

(3) That the applicant herein, P h i l l i p s Petroleum Company, . 
seeks au t h o r i t y to i n s t i t u t e a pressure maintenance- project on 
the aforesaid East Vacuum Grayburg-San Andres Unit Area, Vacuum 
Grayburg-San Andres Pool, Laa County, New Mexico, by. the i n j e c 
t i o n of water i n t o the San Andres formation through 59 wells, 
31 of which would be d r i l l e d i n 197 9 during Phase I I of .-the • • • 
Project Development Program and 2S of which would be d r i l l e d i n 
1980 during Phase I I I of the Development Program. 

(4) Applicant further seeks the designation of a pr o j e c t 
-area f o r said pressure maintenance project and the promulgation 
of special rules and regulations governing said project including 
special allowable provisions. 

FINDS: 
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(5) That for Phase I of the Project Development Program, 
applicant proposes to d r i l l during 1979 ten producing wells 
at unorthodox locations as specified below: 

TRACT NO*. WELL NO". LOCATION UNIT . SECTION 

3229 005 1310' FSL and 1310' FWL . M 32 
3202 001 1310' FSL and 1330' FEL O 32 
3202 003 1330' FNL and. 1330' FEL G 32 
3328 002 1310' FSL and 1310« FWL' M 33 
3366 001 1330V FNL and 1310' FWL E 33 
3333 004 1330' FNL and 1330' FEL G 33 
3456 005 1330' FNL and 1310' FWL E 34 
2801 002 1310" FSL and 1310' FWL M 28 
2801 004 1310' FSL and 1330' FEL 0 28 
2721 001 1310' FSL and 1310' FWL M 27 

a l l i n Township 17 South, Range 35 East, NMPM, Lea County, New 
Mexico,. 

(6) That during Phase I I of : the Development Program . a p p l i 
cant proposes to d r i l l 18 addit i o n a l producing wells,- a l l at 
unorthodox locations, and during Phase I I I of the Program a p p l i 
cant proposes to d r i l l 26 additional.producing wells, also at 
unorthodox locations. , 

(7) That a l l of the wells referred to i n Findings Nos. 
(3), (5) and (6) above, being 59 i n j e c t i o n wells at unorthodox 
locations and 54 producing wells at unorthodox locations, 
together with the currently completed producing wells i n the 
Unit Area, w i l l provide a thorough and e f f i c i e n t sweep of hydro
carbons throughout the unitized area, and w i l l r e s u l t i n the 
recovery of otherwise unrecoverable o i l , thereby preventing 
waste. 

(8) That the above-described i n j e c t i o n and producing w e l l s , 
some of which would be at unorthodox locations along the unit, 
boundaries i n accordance with lease-line agreements with operators 
of o f f s e t t i n g lands, w i l l not impair but w i l l protect c o r r e l a t i v e 
r i g h t s . 

(9) That the applicant's request for the designation of 
a Pressure Maintenance Project for the East Vacuum Grayburg-San 
•Andres Unit Area, and for the promulgation of special rules and 
regulations governing said project, i s i n the i n t e r e s t of con
servation and should be approved, subject to ce r t a i n provisions. 
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(10) That the project area should consist of those pro
r a t i o n units w i t h i n the boundary of the East Vacuum Grayburg-
San Andres Unit upon which i s located an i n j e c t i o n well and 
any d i r e c t l y or diagonally o f f s e t t i n g proration u n i t which 
contains a producing w e l l . 

(11) That the t o t a l project area allowable should be equal 
to the sum of the basic project area allowable plus the water 
i n j e c t i o n c r e d i t allowable. 

(12) That the basic project area allowable should be equal 
to 80 barrels of o i l per day times the number of developed 4 0-
acre ' proration units i n the project area. 

(13) That the water i n j e c t i o n c r e d i t allowable should be 
based on the following formula: 

Water I n j e c t i o n 
Credit Allowable 

net water injected 
basic project area 
allowable voidage 

x basic pr o j e c t area 
allowable 

and should be calculated i n accordance with Exhibits "A" and 
attached hereto and by reference made a part hereof. 

'B' 

(14) That the project area allowable should be produced 
from the wells w i t h i n the project area i n any proportion pro
vided t h a t any proration u n i t situated on the boundary of said 
East Vacuum Unit which proration u n i t i s not d i r e c t l y or 
diagonally o f f s e t by a San Andres i n j e c t i o n well outside the 
Unit or on the Unit boundary should not be permitted to produce 
i n excess of SO barrels of o i l per day. 

(15) That each of the newly d r i l l e d production or i n j e c 
t i o n wells i n the project should be equipped with surface 
casing set a t approximately 350 feet and cemented to the surface 
and with "production" casing set a t t o t a l depth, approximately 
4900 f e e t . 

(16) That the "production" casing on each of -said newly 
d r i l l e d wells should be cemented to the surface, except that 
i n any well i n which an intermediate casing s t r i n g has been run 
to below the top of the Yates formation and cemented to the 
surface, the "production" casing may be cemented back i n t o the 
base of the intermediate casing s t r i n g . 

{17) That i n j e c t i o n should be accomplished through tubing 
i n s t a l l e d i n a packer set w i t h i n 100 feet of the uppermost 
perfo r a t i o n . The i n j e c t i o n tubing should be corrosion protected 
by a non-reactive i n t e r n a l l i n i n g or coating. The casing-tubing 
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annulus i n each i n j e c t i o n well should be f i l l e d with an i n e r t 
f l u i d and a surface pressure gauge or approved leak detection 
device should be attached to the annulus. 

(18) The i n j e c t i o n wells or system should be equipped 
with a pressure control device or acceptable substitute which 
w i l l l i m i t the surface i n j e c t i o n pressure to no more than 0.2 
psi per foot of depth to the uppermost perf o r a t i o n . Provision 
should be made for the Division Director to adminis t r a t i v e l y 
authorize a pressure l i m i t a t i o n i n excess of the above upon 
showing by the Unit•Operator- that such higher pressure.will ' 
not r e s u l t i n f r a c t u r i n g of the confining s t r a t a . 

(19) A l l wells w i t h i n the project area should, be equipped 
with r i s e r s or i n some other acceptable manner as t o . f a c i l i t a t e 
the periodic testing of the bradenhead f o r pressure or f l u i d 
production. 

(20) That provision should.be made f o r the Division 
Director to authorize placing wells, on. i n j e c t i o n and the d r i l 
l i n g of i n j e c t i o n wells and additional producing wells at 
orthodox and unorthodox locations anywhere.within the Unit 
Area without notice and hearing, provided that no unorthodox 
l o c a t i o n i s closer than ten feet to a quarter-quarter section 
l i n e , nor closer than 330 feet, to the u n i t boundary,- unless such 
w e l l located closer than 330,feet to the u n i t boundary i s 
covered by a lease-line agreement with the operator of the 
lands o f f s e t t i n g such well, or the.owner of' the o f f s e t t i n g lands 
has waived objection to such location i n w r i t i n g . 

(21) That there are a number of wells w i t h i n the East 
Vacuum Grayburg-San Andres Unit-Area and on lands o f f s e t t i n g 
the u n i t areai which have previously been plugged and abandoned 
in'a manner which may permit waters injected i n t o the San Andres 
formation to escape into other formations, including the Salado 
formation and the shallow fresh water-bearing formations unless 
remedial action i s taken on said wells p r i o r to i n j e c t i o n i n 
t h e i r near v i c i n i t y . 

(22) That there are a number of wells w i t h i n the East 
Vacuum Grayburg-San Andres Unit Area and on lands o f f s e t t i n g 
the u n i t area which penetrate the Vacuum Grayburg-San Andres 
Pool and are completed i n deeper pay zones, but which are cased 
and cemented i n such a manner as may permit the escape of 
waters injected i n t o the San Andres formation i n t o other forma
t i o n s as described above. 
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(23) That those wells referred to i n Findings Nos. (21) 
and (22) above which are inadequately plugged and abandoned or 
are inadequately cased and cemented, or are suspected of being 
so, include, but are not necessarily l i m i t e d t o, the wells 
l i s t e d i n Exhibit "C" attached hereto and by reference made a 
part hereof. 

(24) That no i n j e c t i o n at greater than hydrostatic 
pressure should be made into the Grayburg or San Andres 
formation i n any v/ell i n the East Vacuum Grayburg-San Andres 
Unit Area w i t h i n one-half mile of any well l i s t e d on Exhibit "C" 
attached hereto u n t i l remedial action has been taken on such 
w e l l to ensure that i t w i l l not serve as an avenue of escape 
f o r i njected waters or u n t i l tests have been conducted on such 
w e l l or other evidence concerning such well has been presented, 
a l l establishing to the s a t i s f a c t i o n of the Supervisor of the 
Hobbs D i s t r i c t Office of the D i v i s i o n that remedial work on such 
w e l l i s unnecessary. 

IT IS THEREFORE ORDERED: 

(1) That the applicant, P h i l l i p s Petroleum Company, i s 
-hereby authorized to i n s t i t u t e and operate a pressure mainte
nance project i n the East Vacuum Grayburg-San Andres Unit Area, 
Vacuum Grayburg-San Andres Pool, Lea County, New Mexico, by the 
i n j e c t i o n of water i n t o the San Andres formation through c e r t a i n 
-wells which w i l l be administratively approved for water i n j e c 
t i o n a t some l a t e r date by the Div i s i o n Director. 

(2) That said project s h a l l be designated the East Vacuum 
Unit Pressure Maintenance Project, 

(3) That the following unorthodox locations are hereby • 
approved f o r new producing wells which are to be d r i l l e d by the 
u n i t operator during Phase I of the Project Development Program: 

TRACT NO. WELL NO. LOCATION UNIT SECTION 

3229 005 1310' FSL and 1310 1 FWL. M 32 
3202 001 1310' FSL and 1330' FEL O 32 
3202 003 1330* FNL and 1330' FEL G 32 
3328 002 1310' FSL and 1310' FWL M 33 
3366 001 1330' FNL and" 1310 » FWL E 33 
3333 004 1330' FNL and 133 0* FEL G 33 
3456 005 1330' FNL and 1310' FWL E 34 
2̂801 002 1310' FSL and 1310' FWL M 28 
2801 004 1310' FSL and 133 0' FEL 0 28 
2721 . 001 1310' FSL and 1310' FWL M 27 
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a l l i n Township 17 South, Range 35 East, NMPM, Lea County, New 
Mexico. 

(4) That Special Rules and Regulations governing the 
East Vacuum Unit Pressure Maintenance Project are hereby 
promulgated as follows: 

SPECIAL RULES AND REGULATIONS 
FOR THE 

EAST VACUUM UNIT PRESSURE MAINTENANCE PROJECT 

RULE 1. The project area of the East Vacuum Unit Pressure 
Maintenance Project s h a l l consist of those proration units 
w i t h i n the boundaries of the East Vacuum Grayburg-San Andres 
Unit upon-which, i s located an i n j e c t i o n w e l l and any d i r e c t l y 
or diagonally o f f s e t t i n g proration u n i t which contains a pro
ducing w e l l . 

RULE 2. The project area s h a l l receive a project area 
allowable, and said project, area .allowable- s h a l l be the sum of 
the basic project area allowable plus the.water i n j e c t i o n c r e d i t 
allowable. 

RULE 3. The basic project area allowable s h a l l be equal 
to 80 barrels of o i l per day times the number of developed 40-
acre proration units i n the project area. 

RULE 4. The water i n j e c t i o n c r e d i t allowable s h a l l be 
contingent upon f u l l reservoir voidage replacement of a l l pro
duced f l u i d s and s h a l l be based upon the following formula:. 

Water I n j e c t i o n 
Credit Allowable 

Net Water Injected 
Basic Project Area Allowable 

Reservoir Voidage 
- i x 

Basic Project 
Area Allowable 

The water i n j e c t i o n c r e d i t allowable s h a l l be calculated 
i n accordance with the procedures and parameters depicted on 
Exhibits "A" and "B" to Order No. R-5897. 

In no event s h a l l the water i n j e c t i o n c r e d i t allowable be 
less than zero, i . e . , negative numbers derived from a p p l i c a t i o n 
of the above formula s h a l l be ignored. 

RULE 5. The weighted average project area reservoir pres
sure s h a l l be determined p r i o r to. commencement of i n j e c t i o n of 
water i n t o the reservoir and at least annually . therea t t o r . The 
weighted average project area pressure s h a l l be determined from 
the pressures i n at least ten representative wells selected by 
the u n i t operator and the Supervisor of the Hobbs D i s t r i c t 
O f f i ce of the Division. 
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RULE 6• The project area allowable may be produced from 
the wells w i t h i n the project area i n any proportion provided, 
however, that any proration u n i t situated on the boundary of 
the East Vacuum Unit v/hich proration u n i t i s not d i r e c t l y or 
diagonally o f f s e t by a San Andres i n j e c t i o n well outside said 
East Vacuum Unit or on the East Vacuum Unit boundary s h a l l 
not be permitted to produce i n excess of 8.0 barrels of o i l 
per day. 

RULE 7. Those wells w i t h i n the East Vacuum Unit Area 
that are not included w i t h i n the pro j e c t area as defined above 
• s h a l l be prorated i n accordance with the Rules and Regulations 
of the Division. 

RULE 8. The Division Director s h a l l have a u t h o r i t y to 
approve, without notice and hearing, the d r i l l i n g of wells a t 
.unorthodox locations anywhere w i t h i n the u n i t boundary, pro
vided however, no unorthodox l o c a t i o n s h a l l be closer than ten 
fe e t to any quarter-quarter section l i n e , and provided f u r t h e r , 
t h a t no such unorthodox l o c a t i o n s h a l l be closer than 33 0 f e e t 
to the outer boundary of the u n i t area, unless such well i s 
covered by a lease-line, agreement w i t h the operator of the 
'lands o f f s e t t i n g such w e l l , and a copy of the lease-line agree
ment accompanies the appl i c a t i o n f o r such unorthodox l o c a t i o n , 
or unless such o f f s e t operator has waived objection to the 
proposed unorthodox loc a t i o n i n w r i t i n g , and his waiver 
accompanies the ap p l i c a t i o n . 

RULE 9. No well s h a l l be placed on water i n j e c t i o n i n 
the East Vacuum Unit Area unless the Division Director has , 
approved such we l l for i n j e c t i o n . Applications f o r i n j e c t i o n / " 
approval s h a l l be f i l e d i n accordance with'Rule 701 of the 
Di v i s i o n Rules and Regulations. 

RULE 10. Each newly d r i l l e d i n j e c t i o n or producing w e l l 
s h a l l be equipped with a minimum of 350 feet of surface casing 
and "production" casing run to t o t a l depth (approximately 4 900 
f e e t ) . A l l casing strings s h a l l be cemented to the surface 
^except that i n any well i n which an intermediate casing s t r i n g 
has been run to below the top of the Yates formation and cemented 
to the surface, the "production" s t r i n g may be cemented back 
i n t o the base of the intermediate casing. 

HULE 11. I n j e c t i o n s h a l l be accomplished through tubing 
i n s t a l l e d i n a packer set wi t h i n 100 feet of the uppermost 
pe r f o r a t i o n . The i n j e c t i o n tubing s h a l l be corrosion protected 
by a non-reactive i n t e r n a l l i n i n g or coating. The casing-
tubing annulus i n each i n j e c t i o n well s h a l l be f i l l e d with an 
i n e r t f l u i d and a surface pressure gauge or approved leak detec
t i o n device s h a l l be attached to the annulus. 
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RULE 12. The i n j e c t i o n wells or system s h a l l be equipped 
with a pressure control device'or acceptable substitute which 
w i l l l i m i t the surface i n j e c t i o n pressure to no more than 0.2 
psi per foot of depth to the uppermost perforation. The 
Divis i o n Director may administratively authorize a pressure 
l i m i t a t i o n i n excess of the above upon showing by the u n i t 
operator that such higher pressure w i l l not r e s u l t i n • f r a c t u r i n g , 
of the confining s t r a t a . 

RULE 13.. A l l wells w i t h i n the project area s h a l l be 
equipped with r i s e r s or i n some other acceptable manner as to 
f a c i l i t a t e the periodic t e s t i n g of the bradenhead f o r pressure 
or f l u i d production. 

RULE 14. The u n i t operator s h a l l immediately n o t i f y the 
Supervisor of the Hobbs D i s t r i c t Office of the Di v i s i o n of the. 
f a i l u r e of the tubing or packer, i n any of said i n j e c t i o n w e l l s , 
the leakage of water or o i l from or around any producing w e l l , 
the leakage of water or o i l from or around any plugged and 
abandoned well w i t h i n the project area, or any other evidence 
of f l u i d migration from t h e . i n j e c t i o n zone, and s h a l l take 
such timely steps, as may be necessary or required to correct 
such, f a i l u r e or Leakage. 

RULE 15. Each month the project operator s h a l l submit 
to the Division a Pressure Maintenance Project Operator's Re
po r t , on a form prescribed by the- Di v i s i o n , o u t l i n i n g thereon 
the data required and requesting allowables f o r each of the 
several wells i n the Project as well as the t o t a l p roject area 
allowable. 

RULE 16. The Division s h a l l , upon review of the report 
and a f t e r any adjustments deemed necessary, calculate the 
allowable for the wells i n the Project for the next succeeding 
month i n accordance with these r u l e s . The sum of the allowables 
so calculated s h a l l be assigned to the Project and, except as 
provided under Rule 6 above, may be produced from the wells i n 
the Project i n any proportion. 

IT IS FURTHER ORDERED: 

(1) That no i n j e c t i o n at greater than hydrostatic 
pressure shall be made into the Grayburg or San Andres forma
t i o n i n any well i n the East Vacuum Grayburg-San. Andres Unit 
Area w i t h i n one-half mile of any well listed^on Exhibit "C" 
attached hereto u n t i l remedial action has been taken on such 
w e l l to ensure that i t w i l l not serve as an avenue of escape 
fo r injected waters, or u n t i l tests have been conducted on such 
w e l l or other evidence concerning such well has been presented 



- 9 - Program Description EXHIBIT VI 
Case No. 6367 
Order No. R-5897 

-30-

establishing to the sati s f a c t i o n of the Supervisor of the 
Hobbs D i s t r i c t Office of the Division that remedial work on 
such well i s unnecessary. 

(2) That Order No. R-3150 which authorized a p i l o t 
waterflood project i n t h i s area i s hereby rescinded. 

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

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

- S E A L 

fd/ 
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E A S T V A C U U M C R A Y N U R G - S A M A N D R E S U N I T 

PKI::;.(;UKK MAJN'TENANCI^ PROJECT -81-

VACUUM GRAYBURG-SAN ANDRES POOL, LEA COUNTY, NEW MEXICO 

WATER INJECTION CREDIT ALLOWABLE CALCULATION DATA 

ATTACHMENT TO , 19 , REPORT 

Water I n j e c t i o n 
Credit Allowable 

Wi = 

wp = 

BPAA = 

Wi-wp =1 

BPAA ao + (i,ooo} ag 

BPAA 

= Average daily water i n j e c t i o n , barrels per 
day, project area only. 

= Average d a i l y water produced, barrels per 
day, project area only. 

= Basic project area allowable, 80.bopd x 
(number of developed 4 0-acre t r a c t s i n pr o j e c t 
area). 

Bo = 

Weighted average project area reservoir 
pressure, psig, from , 19 , . 
survey data. 

O i l formation volume factor, reservoir 
barrels per stock tank barrel (Exhibit B). 

Rp = Producing, gas-oil r a t i o , cubic feet per 
bar r e l , project area only. 

Solution gas-oil r a t i o , cubic feet per 
barrel (Exhibit B). 

Bg = Gas formation volume factor, reservoir 
barrels per Mcf (Exhibit B). 

Water i n j e c t i o n c r e d i t allowable for , 19_ 
barrels of o i l per day. 

EXHIBIT "A" 
ORDER NO. R-5897 
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WELLS SUSPECTED OF BEING INADEQUATELY PLUGGED 
AND ABANDONED OR INADEQUATELY CASED AND 

CEMENTED 

OPERATOR LEASE 1 WELL NO. UNIT SEC-TWP-RGE 

Mobil State P 7 P 22-17S-35E 
Penrose State 2 N 24-17S-35E 
P h i l l i p s Santa Fe 15 A 28-17S-35E 
P h i l l i p s Santa Fe 16 L 5-18S-35E 
P h i l l i p s Santa Fe 37 F 28-17S-35E 
P h i l l i p s Santa Fe 47 C 35-17S-35E 
S h e l l State U 1 • C 3-18S-35E 
S h e l l State VAA 6 K 5-18S-35E 
S h e l l State C 1 I 24-17S-34E 
S h e l l State I 1 E 29-17S-35E 
S h e l l State S 1 I 21-17S-35E 
S t o l t z e t a l . Abo 1 0 24-17S-35E 
Zapata S h e l l State 1 0 23-17S-35E 
.Barnett State B 1 D 19-17S-3 5E 
Jones State 2 A 35-17S-35E 
Penrose Scarborough 1 C 25-17S-35E 
Amoco State CV 1 F 25-17S-35E 
Amoco State CV 4 L 25-17S-35E. 
Amoco State CV 5 F 25-17S-35E 
Chevron State 6-34 4 J 34-17S-35E 
C i t i e s Service State BJ 2 K 35-17S-35E 
Crusaider State 1 E 20-17S-35E 
Crusader State 2 C 19-17S-35E 
Crusader State 3 N 18-17S-35E 
Exxon State J 1 M 19-17S-35E 
Exxon State J 2 L 19-17S-35E 
Exxon State-AC 1 H 22-17S-35E 
Great Western State E 2 L 25-17S-35E 
Marathon Warn State 1 M 23-17S-35E 
Amoco State CV 2 E 25-17S-35E 
Amoco State CV 2-Y E .25-17S-35E 
M i l l a r d Deck Carthay. State 2 G 20-17S-35E 
Exxon State K 17 P 32-17S-35E 
Marathon S t a p l i n State 1 L 20-17S-35E 
Marathon Warn State 1 B 4-18S-35E 
Mobil N.Vac.AboUnit .207 H 24-17S-34E 
Pennzoil P h i l l i p s State 1 A 28-17S-35E 
Pennzoil P h i l l i p s State 2 F 28-17S-35E 
P h i l l i p s Vac.AboUnit 6-68 H 34-17S-35E 
P h i l l i p s Vac.Abo Unit 1-9' J 27-17S-35E 
P h i l l i p s Vac.Abo U n i t 7-3 " P 27-17S-35E 
P h i l l i p s Vac.Abo Unit 7-4 I 27-17S-35E 
P h i l l i p s Vac.Abo U n i t 9-5 H 33-17S-35E 
P h i l l i p s Vac.Abo U n i t 13-2 E 4-18S-35E 

Page 1 of 2 



EXHIBIT .VI "84-
OPERATOR LEASE WELL NO. UNIT SEC-TWP-RGE 

Phillips Vac.Abo 
* 

Unit 14-3 N 5-18S-35E 
Phillips Vac.Abo Unit 14-4 L 5-18S-3 5E 
Shell State V 6 P 27-17S-35E 
Shell State K 1 0 19-17S-35E 

EXHIBIT "C" 
ORDER NO. R-5897 

Page 2 of 2 
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STA7S "T HV>\ MEXICO 
ENERGY ANO M[NERALS DEPARTMENT 

OIL CONSE'iYATICM DIVISION 

IM T-HE MATTER OF* THE ME "RING 
CALLED BY THT OIL CnN-,"(VATION 
DIVISION TdR THE PUKPGSE CF 
CONSIDERINGi 

CASE NO. 7226 
Orddr No. n-66rJl> 

APPLICATION OF Ef'SCHCM EXF LOHATICN , 
INC. FOR S a l WATER DISPOSAL, 
RCGSEVELT COUNTY, NEW MEXICO. 

OPDCE Cf THE DIVISION 

BY THE DIVISION'; 

This cr.uae car.e on for hearing at 9 a.m. on April 22, l' " 3 l , 
nt Snntu Fo, fiuw Mexico, beforu Exaninor Damei S. Nut Lev. 

NCW, cn t I-l ft 20 th j 3 y of M£,y, 1961, the Division 
Diiector, having conuiuurao tho tcstineny, the recotd, and tho 
rocCf-i.'iPndaticns of the tx t s i n c r , and being f u i l y advised i n the 
premisedi 

fJNOSi 

(1) That cue public r e l i c t havino L«sn given <is ruciulrud 
by ltw, the Division hF.s jurib-iictior. oi' t h i s cause and tho 
subject natter thereof. 

(2) Thst tho apolicant, Ensereh Exploration, Inc., ia the 
ownur end cuorator of thu lU-dar Well No. 2, luLiit?.ti i n Unit C 
of Section 22, Township 5 Soijth, Panca 33 L'oat., •v-ii-M, South 
Petersen f i e l d , Rossevclt Ccynty, Naw Noxico. 

(3) Thst the applicant propusas to u t i l i s e coid * e l l tc 
diap030 of pt-'jo'joed salt wntar into the Uont.'iya forssilcr., with 
injection into the perforated inte r v a l from approximately 7902 
feet to 79)0 feet. 

(4) Th.it said Montoyn formation i mrnndi n t n I y undorlieo ths 
Fusselman f emotion, aid I'niliioo Petroleum Cony any, which 
operates a well producing from the Fujatlnun formation at a 
location »oo 1731 feet Northwest of said Radar Kali No. 2, 
appeared ttt th« hearing end objected to uopi I'.rant.' a urupouod 
disposal of water into said f'jjoGiuan formation. 
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(5) That thn basis f o r tho P h i l l i p : ! o b j e c t i o n i a tho 
alLlaqod p o n a i b i 1 i t y of disposal water brookini; out of th.e 
Montoya forv.&tion and ir.lnratinn i n t o the f-'uM&olrr.an producing 
zone, thor«;jy -jt.iii.nt} a threat to the o i l production fron. tho 
afor e s a i d P h i i l i o o producing w e l l , i t a Lmsoirtn "A" Well No. 
4. 

(6) That the Enaerch i n t e r p r e t a t i o n -af the logs of ouid 
La./ibirth "A" »»»ll :;o. <i he low the yro d u c t i v« i n t a r v i l of 7i«l4 
font ta 7iJ2l> r>st indicates the presence of two /ones of only 
s l i o h t p e r x a a b x l i t y , tne f i r s t beinq at a dftpth frow 7>I'iO feat 
to 7350 feet and tha 3econd oaing At a d'ipth of 197A r'tet to 
75>'34 f e e t . 

(7) That wnilo Enaerch alleges t h a t these " t i g h t " zones 
would provide v e r t i c a l auoaratlon between .thn P h .1111 n c r o d u c i n 
i n t e r v a l 2nd tho Cnoerch disposal zona. Vhi.l l i o n contend? t h i t 
tnere I H no p.nvv.i cai ' !;oaa r a t i o n between tno :)QSIH of .it« pro-duci 
i n t e r v a l i n lho Kuaaeioan r'orr.«»tion and th»» ti>r> of the Enawruij 
disposal i n t e r v a l i n the Montoyri fo r a t i o n , in»*J'cuen there 
ore v e r t i c a l 'frscturoa m th« r u s ^ e l ^ m tnrt'u-'ih wnioh. w?t«r 
i n j e c t e d i n t o uis u-»t»ar H«jntoya- could' m.tgfr».ta to tha .ipp>?r 
Fu3t~el;'i<in and ondantmr i t s producing w e l l , tno ». ?\n'L\ i r th "A" 
K«ii Na; a. 

{3} Th«t thero ia evidence of vertical f rnctiiri r.n in the 
Futmalman formation in tr.is area. 

{•)) That wnilo tne extent of said fc»cturinr| i s not known 
the v e r t i c a l f r s c t u r e a xzy. w a l l axttnd thrmioh tho " t i g h t " 
zensn Encsrch r e l i c s uoon to keep tho disposal zone and the 
productive: zone aeparateo. 

(10) That should said • f r a c t u r e s extend through the 
" t i c - h t " zone'*, auid zona's e f f i c a c y ao an o f f i c i a n t b a r r i e r 
would be dimin• Jhed and the P h i l l i p s production could be subjec 
to water invasion. 

(11) Th.it such water invasion could r-esulc i n prorrature 
ebandonc^rit by t h * P h i l l i p s orobu;-1ion, thereby c a u-'i A n y loan 
of otherwise rocovcrsbio hydrocarbons ana waste of o i l and gss, 
aa w e l l aa impairment cf c o r r n l a t i v o r i g h t s . 

(12) That there i e no ineana prenentiy a v o i l a b l n wh^rtoy 
thn ni.qrntion nf i n j e c t f a water could bo i-ionitored ond a 
d«tevwination nada of in.v.inont ti a i n r invasion ).n tht; P h i l l i p s 
w«li p r i o r tu i t s actual uccurroncu, at which t i n e i t could be 
too l u t e to prr.v?nt losa of hydrocarbonc 
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(13) That Enaerch not Invootinatad a l l othpr poaaiblo 
raeariB of water diaponal in the tsubJo«:t %rea» 

( 1 4 ) That t h e a p p l i c a t i o n ahou ld bo d e n i e d . 

IT is TMrnrFons nE0~g~ot 

(1) Th.it tho a-.p Ilea tion uf Enaerch Exploration, Inc., 
for salt water clcpn*u.i Into tho MiVitoy'» forr.-'ition in tho 
par ft? re l t d ir-tE.rvD 1 fro- 7?C2 fsat to 7930 fest in .ita ftad.jr 
Weii No. 2, locacrsij in Unit E of Section 32, Town-ship •> South, 
ftjnge 33 Euat, 'u'.fM. South Petaracn Tield, P.oneovjlt County, 
New Mexico, i s hereby Csni «d. 

(2) That j u r i s d i c t i o n of thi'j caua-j i s retained for the 
entry of auch further ordor3 aa tho Division nay dsam necaiisary. 

OJVE at Santa fe, New Mexico, on the day cind ye-tr h n r r i n -
nhov -i-jslgnatci. 

STATE QF N'CVi MEXICO 
0,fL CCVSERVATION'" 1TJVI3JDM 

fd/ 
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OCD PERMIT APPROVAL PROCESS FOR INJECTION WELLS -88-

-]- — ^ 
Applicant submits 

Form C-108. Application for 
Authorization to Inject 

Has complete project infor
mation been supplied? 

Can application be approved 
administratively? 

Yes No 

Has proof of notice 
been supplied? 

Yes 

Are objections re
ceived during fifteen 
day waiting period? 

Case is placed on hearing 
-^docket and advertised in news-

L Papers. 

Hearing docket is mailed 
to interested parties. 

No 
No 

Is proof of timely publication 
received from newspapers? 

Director issues Adminis
trative Order affirming or 

denying authorization to in
ject with appropriate Find

ings and limitations. 

Case is contin
ued, placed on a 
subsequent dock
et and readver

tised. 
Yes 

Docket is mailed 
to interested 

parties. 

Proof of timely 
publication is 
received from 
newspapers. 

Hearing is held and all 
interested parties tes
t i f y before Examiner. 

Transcript is prepared. 

Examiner studies record 
and makes recommendation to 

Director 

Director issues Order 
with appropriate Findings 
affirming or denying auth

orization to inject. 
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PROGRAM DESCRIPTION EXHIBIT 9 

Effectiveness of Existing State Program by 

R. L. Stamets, OCD Technical Support Chief 

During the process of EPA review of the Division's submittal of New Mexico's 
Draft UIC Primacy Application, questions were raised as to the efficiency of the 
existing program rel a t i v e to pre 1975 projects without pressure l i m i t s i n the 
authorizing permit. 

I t i s the Division's position that our inspection-corrective action program, 
our statutes, and our rules give us the a b i l i t y to locate any problems related to 
i n j e c t i o n operations and remedy the same. Further, we believe that well construc
t i o n elements protect USDWs even i n the case of well f a i l u r e or f l u i d out-of-zone 
while detection and remedial operations take place. A more detailed discussion 
of each of these items follows: 

INSPECTION - CORRECTIVE ACTION 

The requirements of Section 1425 guidance c a l l for mechanical i n t e g r i t y 
testing at least once every f i v e years with 25% of such tests to be witnessed. 
New Mexico's program far exceeds t h i s standard i n that at t h i s time essentially 
every well i s tested every year with every test being witnessed. This i s a 
program begun i n D i s t r i c t I (Hobbs) i n 1974, extended to D i s t r i c t I I (Artesia) 
i n 1979, and D i s t r i c t I I I (Aztec) i n 1981. 

The inspection program detects both mechanical failures and water out-of-
zone, i f any, permitting the Division to require corrective action. At my request. 
D i s t r i c t I prepared a report e n t i t l e d " D i s t r i c t I Approach To The Confinement of. 
Water i n Waterfloods And The Protection of Fresh Water Supplies". This report 
chronicles the history of the inspection - corrective action program i n that 
d i s t r i c t , discusses actual corrective action taken, i l l u s t r a t e s that casing and 
cementing programs protect fresh waters (USDWs) even when there.is a well f a i l u r e 
as close as 150 feet, shows actual casing and cementing programs (well bore 
sketches) and shows a d i s t r i c t map with waterflood and problem areas. While the 
report speaks for i t s e l f , I believe that reader can conclude that the Division's 
program finds bad wells, corrects bad wells, and protects USDWs. 

Discussions were held with D i s t r i c t I I personnel relative to t h e i r more 
-recent inspection - corrective action program and i t s results- The following 
-summarizes the important issues coming from these discussions: 

1. The program i s i n i t s t h i r d year with 100% of the i n j e c t i o n 
v e i l s being tested and witnessed for the l a s t two years. 
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2. As a result of the surveys, operators have been ordered to 
take corrective action on 107 -wells. 

I l l u s t r a t i o n s of corrective action include: 

(a) Artesia Pool project i n the SE quadrant of 
T17S-R28E: the operator had the choice of 
replugging three old wells or depressurizing 
part of the project. After back flowing over 
300,000 barrels from 5 wells, problem wells 
were reduced from 20 to 1. 'Backflowing 
continues. 

(b) Shugart Pool area T18S-R31E: 
One operator was given the option of recementing 
a shallow zone i n a number of wells or ceasing 
i n j e c t i o n therein. Discontinuance of shallow 
i n j e c t i o n has reduced problem wells from 16 
to 2. 

i One operator disposing of saltwater at 2500 feet 
with 2500 psi was requireid to cease i n j e c t i o n and 
plug his well. Problem wells have declined from 
13 to none. 

(c) Loco H i l l s Pool - two projects i n the Northern 
part of T18S-R29E: 

Two operators were given the option of repairing 
or plugging numerous wells and reducing pressures 
or shutting down i n j e c t i o n . After reducing injection, 
to produced water volumes only, within the problem 
area, and discontinuing i n j e c t i o n within one-half 
mile of suspect poorly plugged wells, problem wells 
were reduced from 42 to two. 

3. The attached " D i s t r i c t I I Project" map and "Typical 
Well Completion" crossection shows that most projects are located outside 
the area of major aquifers i n the d i s t r i c t . The crossection also shows 
t y p i c a l completion techniques that would protect any USDWs or isolate 
aquifers above the salt section i n the eastern part of the d i s t r i c t from 
out-of-zone waters. 

The D i s t r i c t I I I project has as yet revealed no more than an occasional 
case of equipment f a i l u r e and nothing which could- be considered a threat to 
USDWs. I f such should turn up, appropriate action w i l l be taken. 

STATUTES AND RULES 

These items are covered throughout the Program Description and clearly show 
that the Division has the authority to require corrective action even to the point 
of shutting a well or project down. 
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WELL CONSTRUCTION 

In D i s t r i c t s I and I I a l l known USDWs l i e above the s a l t section.in the 
area East of the Pecos River. Standard casing practice i s to set casing to 
the top of the salt and cement such casing to the surface. Intermediate and/or 
production casing i s set and cemented at some greater depth. Water out-of-zone, 
i f any, i s contained between the surface casing and the production casing where 
i t s presence may be detected triggering corrective action. The sa l t section 
i t s e l f serves to protect the overlying USDWs where, because of the nature of the 
s a l t , out-of-zone f l u i d s move l a t e r a l l y at the base thereof rather than v e r t i c a l l y . 
This further acts to reduce pressures opposite any shallow USDWs. West of the 
Pecosisurface and/or intermediate casing i s set through a l l USDWs and cemented 
to the surface. No problems have been found at any project West of the Pecos. 
There i s no injection into the Capitan Reef. Some minor back reef o i l pools 
have been waterflooded. I f a USDW was present at such a location i t would qualify 
for exempt aquifer status. 

CONCLUSION 

We believe that New Mexico's program more than meets the basic requirements 
r e l a t i v e to existing wells and projects, including wells and projects permitted 
p r i o r to 1975, as contained i n the Administrator's regulations. We further believe 
that New Mexico leads the nation i n the inspection-corrective action process and 
that we should be allowed to continue therewith i n order to help EPA understand 
and act upon the results of inspection-corrective action programs that w i l l soon 
begin nationwide. 
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OISTRICT I APPROACH TO THE CONFINEMENT OF WATER IN 
WATERFLOODS AND THE PROTECTION OF FRESH WATER SOURCES 

-September 1981 

Program Description 
Exhibit 9 
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OISTRICT I APPROACH TO THE CONFINEMENT OF WATER IN 
WATERFLOODS AND THE PROTECTION OF FRESH WATER SOURCES 

The confinement of water to the in ject ion zone can be accomplished by 

the fol lowing methods: 

(1) Re-enter improperly plugged wells and plug wells in such a 
manner that w i l l iso la te in ject ion zone. 

(2) Prohibi t in ject ion wi th in a one-half mile radius of a poorly 
plugged we l l . 

(3) Limit volume of in jected water to produced water or a voidage 
f i gure. 

(4) Log wells to determine i f water is entering in ject ion zone. 

(5) Flow-back of in jec t ion wells in problem areas to reduce pressure. 

(6) Cement casing str ings to prevent any migration of in jected 
water up to the fresh water aquifer. 

To date a l l of the above methods have been used in Southeast New 

Mexico to control in ject ion problems. In most instances a combination of 

the above has been used with the decision of what method to be used reached 

at meetings with operators of wells in the area. The steps taken to date 

have been working as we have protected the fresh water in th is area. 

One example of fresh water protection is in Section 6, Township 18 

South, Range 35 East, Lea County, NM, (Vacuum Area) where a fresh water well 

is located wi th in 150 feet of three wells(2 producing o i l wells and 1 water 

in jec t ion wel l ) which had waterflows to the surface. You w i l l note on the 

wellbore diagrams of the three wells concerned that they are cemented o f f 

from beneath the fresh water zone.(see Exhibit 1) A recent tes t of the fresh 

•water well shows no contamination. 

••Vte feel the bradenhead test is one of the best methods available for use 

in locat ing the problem on a par t icu lar we l l . In 1974 D i s t r i c t I began a 

l im i ted bradenhead tes t program, and as you w i l l see from the chart below the 

program has grown considerably over a period of a few years. 
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District I Approach to the Confinement of Water in 
Waterfloods and the Protection of Fresh Water Sources 

In the beginning bradenhead surveys were set up for a small area around 

a water flow in order to attempt to determine the extent of the problem, but 

as time passed, a need for a more extensive surveilance of the injection wells 

became apparent. In 1980 our District began a policy of testing all injection 

and salt water disposal wells each year. In addition to this, we also test 

producing wells within certain flood areas where the test of injection wells 

indicate this should be done in order to maintain the integrity of the testing 

program. Also, we have found the testing of producing wells in flood areas to 

be very important since a major portion of the problems occur on producing wells 

within a flood area. 

PERCENTAGE OF INCREASE IN DISTRICT I BRADENHEAD TEST PROGRAM 

Prod Wells Prod.Wells In j .Wel ls Inj .Wel ls 
Year Dist . I Tested Percentage Dist . I Tested Percentage 

1974 11,717 747 6.3% 1,632 142 8.7% 
1975 11,354 775 6.8% 1,695 189 11.1% 
1976 11,283 863 6.6% 1,761 174 9.9% 
1977 11,436 1,177 10.3% 1,784 239 13.4% 
1978 11 ,548 1,370 11.9% 1 ,900 420 22.1 % 
1979 11,915 1,352 11.3% 1,936 625 32.3% 
1980 11 ,919 2,130 17.9% 2,179 2,179 100.0% 
1981 11,825 2,620 22.2% 2,273 2,273 100.0% 

The map of District I (Exhibit 2) shows the waterflood areas and two areas 

where we have had waterflow problems are"outlined. The following is a brief 

summary of what this office has done to protect the fresh water in these areas. 

EUNICE AREA — I t became apparent in 1974 that water being injected into the 

Queen and San Andres formations was showing up above the salt section in an 

area located just; south of Eunice, NM, in Townships 21 and 22 South, Range 37 

East. At that time the Division and an Industry Committee began a study of 

the problem and i t was decided to attempt to confine the problem in the 
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Dis t r i c t I Approach to the Confinement of Water in 
Waterfloods and the Protection of Fresh Water Sources 

fol lowing manner: 

(1) Reduce to ta l in jected water to 100—150% of reservoir voidage 

(2) Reduce in ject ion pressures of major floods in the area 

(3) Recement certain wells in the area with su f f i c i en t cement to ensure 
the iso la t ion of the Queen and San Andres formations 

(4) Replug certain wells in the area which could possibly allow 
migration of in jected water 

(5) Run temperature surveys, bond logs, and radio-act ive t racer surveys 
to determine i f remedial work is required. 

(6) Repair surface waterflows by cementing 

(7) Conduct bradenhead tests on a l l wells in the area to monitor 
the problem 

At the outset of the program in the Eunice Area 39 wells were recemented 

to ensure the iso la t ion of the in jec t ion zone, 5 wells were replugged in a 

^manner adequate to prevent the migration of injected f l u i d s , and 14 wells with 

surface waterflows recemented in a manner adequate to protect the fresh water. 

A bradenhead survey was witnessed on a l l wells in the area quarter ly 

=for three years and has been witnessed yearly since that time. On the most 

recent survey of th is area 597 wells were tested and only 5 surface water-

flows were found, or less than l%.of wells tested. 

Letters requesting repair of these problems have been wr i t ten and a 

Fie ld Inspector w i l l witness the workovers to ensure they meet our speci f icat ions 

VACUUM AREA — The poss ib i l i t y of a waterflow problem was f i r s t noted in th is 

-area in 1975, and at that time the Oil Conservation Division did a study of 

tMO waterfloods in the area, the Texaco Inc. Vacuum GB-SA Unit and the West 

Vacuum Unit . Bradenhead tests were run on the 75 unit wells and approximately 

10% of the wells exhibited waterflows from the surface casing. In 1976 the 



Program D e s c r i p t i o n -96-

-4-
D i s t r i c t I Approach to. the Confinement of Water in 
Waterfloods and the Protection of Fresh Water Sources 

area of study was extended to include 199 more wells and of these 13% had 

waterflows from the surface. 

Af ter an extensive study by the Division and an Industry Committee, com

posed of operators of the area f loods, we chose to attempt to confine the 

waterflow problem in th is area by the fo l lowing methods: 

(1) Conduct bradenhead test on remaining wells in the area 
Evaluate test to determine the size of the problem 

(2) Confirm cement tops on wells in the area in order to determine 
i f the in jec t ion zone (Grayburg-San Andres) was isolated 

(3) Run bond logs on wells where cement tops were not avai lable 
to determine i f in jec t ion zone was isolated by cement 

(4) Run radio-act ive t racer surveys and temperature surveys to 
determine i f in jected water was going into f lood zone 

(5) Require the recementing of wells that did not show adequate cement . 
for the protection of fresh water 

(6) Require the replugging of wells suspected of being inadequately 
plugged . 

(7) Require the repair of waterflows by cementing 

There are 1314 wells in th is area and. during 1979 and 1980 the operators 

of the floods and the producing wells in th is area.repaired 137 wells or 10% 

and replugged 30 wells to prevent the migration of f l u i d s . The area was 

retested in May and June of th is year and at "that time only 30 waterflows were 

found, or 2.3% of wells in area. 

Letters requesting the repair of the above problems have been wr i t ten 

and these workover jobs are witnessed by an OCD Field Inspector to ensure 

that the work is done according to our speci f icat ions. This area w i l l be 

tested again next year to see i f the area is stable. 
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SECTION PLAT 
SHOWING LOCATION OF FRESH WATER WELL 
AND PRODUCING AND INJECTION WELLS 

Exhibit 1 
Page 1 
To Program 
Description 
Exhibit 9 

T 18 S 

Sec. 6 

1„ e2 

• 2 
1 Fresh Water well 

2 Producing well 

3 Injection well 

l 
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v- TEXACO INC. 
Central Vacuum Unit #103-G 

(1980/N & 1980/E) 
Sec. 6, TI8S, R35E 
Producing Oil Well 
Completed 10-30-39 

Exhibi t 1 
Page 2 

To Program 
Description 
Exhibit 9 

u 
Ran 200' 1" pipe & c i rc csg w/100 sx 

10" Hole) 

8 5/8" 28# LW Csg.Set @ 1503' w/200 sx. 

Pert", csg. @ 1569' & cmt w/500 sx Cmt w/2% CaCl2 
Top cmt @ 400' by temp, survey 

Sqz. csg. leak @ 2208' w/200 sx Class C cmt. 

5h" 17# csg. set @ 4058' w/200 sx 

San Andres 
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TEXACO INC. 
Central Vacuum Unit #107-G 

(2450/N & 2632/E) 
Sec. 6, T18S, R35E 
(completed 6-28-79) 
Water In ject ion Well 

Exhibit 1 
Page 3 

To Program 
Description 

Exhibit 9 

17V hole 

13 3/8" 48# K-55 csg set @ 342' w/400 sx 
Class C + 2% CaCl2 
Cmt Circulated 

12%" hole 

9 5/8" 32# K-55 csg set @ 1498' 

DV Tool @ 1530' cmt 2nd stg w/350 sx C 
Cement Circulated 

8 3/4" hole 

7" 23# K-55 Csg set @ 2720' 
cemented w/300 sx Class C cement 

6 1/8" hole 

4V 10.5# K-55 csg set @ 4800' & cmt w/600 
50/50 pos-mix + 2% gel + 6# NaCl + 3%H Lx 
249/sx + 200 sx Class C + 5# Nacl/sx 
Cement Circulated 
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Exhibi t 1 
TEXACO INC. P a 9e 4 

New Mexico R State NCT-1 #7-G T ° Program Descrip-
2310/N & 1650/E t ion Exhibi t 9 

Sec. 6, T18S, R35E 
Completed 7-21-63 

Vacuum Abo Reef Producing Well 

Ogallala 

Triassic 

Anhydrite 

Sal t 

Tansi l l 

Yates 

v 

Seven Rivers 

Queen 

Grayburg 

San Andres 
Glorieta 

Abo 

15" hole 

11 3/4" 42# H-40 csg. set @ 360' 
cement w/400 sx 
Cement circulated 

10 5/8" hole 

8 5/8" 24# J-55 csg set @ 3032' 
Cmt w/1500 sx Di Mix + 8% gel + 150 sx Neat 

Perf 2 7/8" csg @ 3050' & sqz w/50 sx- cmt. 

7 5/8" hole 

2 7/8" 6.5# set & 8847' cmt w/1300 sx 
Class C cmt + 4% gel 



-101-

Exhibit 2 

DISTRICT I MAP T o P r o 9 r a m Description 
Exhibit 9 
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Program Description EXHIBIT X 

OIL CONSERVATION OIVISION 

Guidelines for Plugging.Programs 

The following is intended for use by Commission personnel only as a guide or check l i s t in preparat' 
of plugging programs. The guide Ls not a l l inclusive and care must be exercised in establishing 
special plugging program in unique or unusual cases. 

A. To be determined 

1. Land type, State, private, or federal. The USGS normally formulates and/or 
approves plugging on federal or indian lands. 

2. Depth and thickness of: 

(a) pay zone (perforations or open-hole) 
(b) porosity zones not covered by casing and cement, and 
(c) artesian and fresh water zones (including zones of non-drinkable water 

having total dissolved solids concentrations of 10,000 mg/1 or less) 

3. Casing to be pulled and depth of casing shoes. 

4. Formation tops. 

5. Hole use and age (production, disposal, injection, d r i l l i n g v e i l , etc.). 

B. Requirements for old holes 

1. Minimum plug size. 

(a) Not less than 100 feet or 25 sacks, whichever i3 greater, or, 

(b) a cast iron bridge plug with 35 feet of cement. 

2. Plugs to be tagged. 

(a) Bottom plugs 
(b) Plugs at casing shoe or cnt-off point. 

(c) Other isolation plugs i f Che hole does not stand f u l l . 

3. Mud to be used 

(a) Salt gel mud consisting of 10 pound brine with 25 pounds of gel per barrel. 

(1) . Load hole from total depth to f i r s t casing cut-off point. 

(2) F i l l hole co make certain i t w i l l hold f l u i d . 

4. Plugs to be set 

(a) A bottom plug across or above pay. 
(b) Above and below casing cut points (even i f casing is not recovered). ' 
(c) To isolate ocher o i l , gas, or water zones-exposed in Che hole. 
(d) Across casing shoes. 
(e) Minimum surface plus of 10 sacks. 
( f ) Above and below artesian water zones. 
(g) Across fresh water zones (inside and outside the casing). 

C Requirements for new holes 
— — i i 

1. •'Minimum plug size. 
{a) Same as for old holes. 

Z. TXugs to be tagged. 
ia) In unusual cases such as for a well having a water flow, isolation -plugs w i l l 

be tagged. 
3. Mud to be used. 

{•) D r i l l i n g mud or salt gel mud as for old wells. 
(1) Hole should remain f u l l at least 30 minutes after Che last plug is set 

and a l l tubing is pulled. 

4. Plugs to be set 
(a) Same aa for old well except bottom plug may not be required. 
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Program Description 

EXHIBIT XI - ENFORCEMENT ACTIONS 



.̂ ' - S T A l b Uh i.VvV r. '.LMUU 

^ ENEF , / AND MINERALS DEF wTMENT ' 1 0 6 

OIL CONSERVATION DIVISION 

Program Descrip. A R 7 E S , A D ! S T S , C T 0 f F , C E 

EXHIBIT XI 
5 >:I'MG September 29, 1980 

< [ H O £ 

Yates Drilling Company 
207 South 4th"street 
Artesia, HK 88210 

Re: Federal DY #3 
Un i t -B , Sec, 2S-18-29 
Eddy County, New Hexico 

Gentle-en: 

During our recent braden head survey i t was noted you had a water f low 
out the bradenhead. The New Mexico Oi l Conservation Div is ion is asking 
that th is well be repaired in accordance wi th New Mexico Oil Conservation 
Div is ion Rules and Regulations by November 30, 1980. 

I f you have any questions concerning th i s matter please.contact Kike 
Will iams at th is o f f i c e . 

Sincerely yours , 

Mike Will iams 
Oi l & Gas Inspector 
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F. rm J-1.1I 

i.May r.ni.'ii UNITED STATES *t UMIT IN TIEII'LICATK* 

DEPARTMENT OF THE INTERIOR " " ~ Z u ^ n w u r " ' 
G E O L O G I C A L SURVEY 

SUNDRY NOTICES AND REPORTS ON WELLS 
(Do not us* this turm fnr prop>.-;ils f . dri l l "r il.-.-(».n .ir plui: back tn u 'U11 •• n-nt reservoir. 

Use " APPLICATION tOK I'LK.M I T - - " fur such proposals.) 

O I L r T ! t; A H r — I 
WELL L f ) WELL L J 

2 . N A M E U!h~ OPERATOR 

Yates D r i l l i n g Company 
3. A0URE3S o r OPERATOR 

207 South 4th St., Artesia, NM 88210 
4. i.fn ATios OF WKI.L {Report locatloQ clearly and in acnirdanct* with any State requirements.* 

-tt tuirfuce 

•660' FNL & 1980' FEL 

1 4 . P E R M I T NO. 13. ELEVATION'S (Shr>W whether DF. RT. Git. etc.) 

3461' GR 

Fnrrn appnirnfl. 

T». I.KASK ]»KSli ;NATl>.N \ K - U N K I U A I . M r . 

LC-067348 
I I . IK I M U A f . A L L O T T E E OK I I I I H E N A M E 

i . I N I T A G R E E M E N T N A M E 

H. P A B M OB LEASE N A M E 

Federal £ -
3 . W K L L NO. 

3 
10. F I E L D ANO POOL, OR W I L D C A T 

Turkey Tract 
1 1 . S E C , T . , B . , M . , OB B L K . AND 

a t l B V E Y OR ABEA 

U n i t B 
Sect ion 28-18S-29E 
1 2 . COUNTY OB T A R I S H 1 3 . S T A T E 

Eddy NM 

1CL Check Appropriate Box To Indicate Nature of Notice, Report, or Other Data 

SUBSEQUENT REPOBT OF : 

T E S T WATEB. SHGT-OFi r 

FRACTURE TREAT 

RHOOT OB A C l D I E I i 

O E P M R W I L L 

(Other I 

NOTICE n r I N T K N T I O N TO : 

P U L L OR A L T E R CASINO 

M U L T I P L E COMPLETE 

A B A N D O N * 

C H A N C E P L A N S 

WATER S H U T - O F F 

FRACTVRF. T B E A T M E N T 

S H O U T I N G o i l A C I D I Z I M ; 

K B P A I R I N U W E L L 

A L T E R I N G CASING 

A l i AN W I N M E N T * 

KM ll<T I . . . 
I .VHTB: Ke|>ort results of multiple completion on Well 
Completionor Keeompletion Keport and Lot: r'nrm.) 

17. UE.SI RIRE PROPOSED OR coMn.ETEi) OPERATIONS i Clea rlv slate nil pert itien i lii-ta ils. ami sivi- in-rtineiit dates, including est I muted date "C starting any 
proposed work. I f well is direciionaily drilled, give subsurface locations and measured and true vertical depths for all markers aud zones perti
nent to this work. I * . 

December 1, 1980 -
We propose to f i l l hole w/frac sand above-.existing perfs (31910-14'; 1802-10'. 
Perforate 4 holes @1550', 50 feet above existing cement. Set cement retainer 
«!1500'„ squeeze cement, fo surface w/100 sacks Hallibuton L i t e , 350 sacks Class C. 

18. I hereby certify that the foregoing Is true and correct — — 

SJCNED. -" • • TITLE D r i l l i n g Supervisor DATE Dec. 8, 1980 

(This space for Federal, or State office use) 

APPROVED BT T I T L E • DATE > • 
CONDITIONS OF A r T K O V A L . I F ANY: 

°S«€ Instructions on Reverse Side 
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Korm 9 - i : i l 
1 M u r 111031 UNITED STATES Korm approved. 

!imlL-' t ISun-iiii So. 42 I U 4 2 1 . 
S I ' l l M I T I N T K I I ' M C A T K * j 

DEPARTMENT OF THE INTERIOR I I Z ' U T ' " "" r"" ,.,:,„. „K«„;.VAT„,V ,-.„ „•„ 
GEOLOGICAL SURVEY LC-067348 

SUNDRY NOTICES AND REPORTS ON WELLS 
(Do not use th i s Turin f o r proposals to d r i l l or fe <li-t-p.-n or p l i m back tit n 'H i r iTe r i t reservoir . 

Use " A l ' l ' L I C A T I O N KOK l ' K l t M I T — " for such proposals.) 

OIL 
WELL a ^E9,.L • 

2. NAME OF Of tttATOB 

Yates D r i l l i n g Company 
3. ADDRESS Of OPERATOR 

207 South 4th St., Artesia, NM 88210 
4. L O C A T I O N o r W E L L 1 Repor t loca t ion c lea r ly and ln accordance w i t h any Sta te requirements .* 

See also space 17 below.) 
A t surface 

660* FNL & 1980' FEL 

14. PESIIIT NO. IS. ELEVATIONS (Show whether or. RT. am etc.) 

3461' GR 

1. I , * INDIAN, AU.OTTKK OK TIUPIK NAME 

< M T AGREEMENT NAME 

8. FARM OR LEASE NAME 

Federal O••• 
0. WELL NO. 

10. FIELD ANO POOL, OR WILDCAT 

Turkey Tract 
11. SEC, T.. R., M.. OR RLE. AMD 

SURVEY OR AREA 

Unit B 
Section 28-18S-29E 
12. COUNTY OR PARISH 

Eddy 
13. STATE 

NM 
10. Check Appropnate Box To Indicate Nature of Notice, Report, or Other Data 

N O T I C E o r I N T E N T I O N T O : 

TEST WATEB SHUT-OFF 

FRACTURE TREAT 

SHOOT OR A C I D I Z E 

REPAIR WELL 

I O t h e r ) 

PULL OR ALTER CASINO 

MULTIPLE COMPLETE 

ABANDON* 

CHANGE PLANS 

SUBSEQUENT REPORT OF: 

WATER SHUT-orr 

FRACTURE TREATMENT 

SHOOTING OR AI'IDIZI.NO [_ 

( O t h e r ) 

X! REPAIRING WELL 

ALTERING CASING 

ABANDONMENT* 

I N O T E : Report resul ts n f m u l t i p l e comple t ion on W e l l 
Comple t ion or Keeomplet ion Kepor t and Loe; f o r m . ) 

17. D E S C R I B E PROPOSED OR C O M P L E T E D O P E R A T I O N S I Clea r l v s ta te i i l l pe r t inen t deta i ls , ami l i v e | i e r t l i i en t dates, l i i c t u d l n c es t imated date of s t a r t i n g any 
proposed work. I f well is directionally drilled, g-ive subsurface locations and measured and t rue ve r t i ca l depths f o r a l l murker* aud zones p e r t i 
nent to this work . ) * 

December 1, 1980 - We plugged back with frac sand above existing perfs 1910-14'; 1802-10' 
Perforated 4 holes @ 1550'. Set cement retainer (§1512'. Squeezed w/100 sacks Halliburton 
L i t e , 350 sacks Class C cement. We did not circulate cement to surface. 

December 4, 1980 -- Ran temperature survey - found top of cement @750', shot 4 holes 3700'. 
Squeezed w/300 sacks Halliburton L i t e w/15 lbs s a l t to sack & 100 sacks Class C 2% 
CaCl. Cement circulated 75 sacks Halliburton L i t e to p i t . We propose to temporarily 
abandon well for further evaluation. 

Witnessed by Mr. Weaver, Oil Conservation Division, Artesia. """" ! ; i u > 

DEC 11 ;bOQ 
<—v r~ 

U- r - n ~ £ I f " * ~. r A«Tr» 

.-. : _: . .S;ON 

"SANTA FI 

1 8 . I hereby c e r t i f y t h a t tho f o r e g o i n g la t r n e a n d c o n eet " 

-niriimn r ' - ̂ -. TITLE D r i l l i n g Supervisor DATE Dec. 8,1980 
— i t : ' 

( T h i s space f o r Federa l o r S ta te office use) 

APPROVTD BT TITLE DATE 
CONDITION'S OP APPROVAL, IP ANT: 

"*$«*• Instructions on Reverse Side 
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STATE OF NEW MEXICO -109-

ENEERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION . 

ARTESIA DISTRICT OFFICE 

BPIUCE KING September 30, 1980 
P.O. ORAWEP OD 

GOVtRNOfl ARTESIA. NEW MEXICO 8B210 

JEM Resources, Inc. 
P. 0. Box 648 
Artesia, MM 88210 

Re: Cave Pool Unit #27-P, 5-17-29 
Cave Pool Unit #36-8, 8-17-29 
Cave Pool Unit #35-A, " 
Cave Pool Unit #26-0, 5-17-29 
Cave Pool Unit #49-L, 8-17-29 

Gentlemen: 

As of this date this office has not received Form C-103 showing, the 
running of tubing and a packer on the #27 and #36 wells. 

This report needs to be filed as soon as possible. 

Our recent bradenhead survey revealed your #25 & #36 wells have water-
flow problems. These wells need to be repaired in accordance with NM 
Oil Conservation Division Rules & Regulations. 

The Cave Pool Unit #49 well has been leaking ever since the well was 
plugged in 1976. This well needs to be re-entered and replugged in 
accordance with NM Oil Conservation Division Rules & Regulations. 

The notice of intention to repair the above mentioned wells needs to be 
filed immediately and the work completed by November 30, 1980. 

If you have any further questions concerning this matter please call 
Mike Wi11iams at this office. 

Sincerely yours, 

/ ^ ^ ^ ^ ^ ^ ^ 
Mike Williams 
Oil & Gas Inspector 

MW: jw 



£M£3GY AHO r.\\-.".AL3 OS-'V.SU'Vr.NT 
• 1 —=——i 

| AM T A * £ 

k » » o O f " C I 

o e « • t r o t 

r t u u r a i n uebi ; r i p u i un cAH 1D1 I Al 

O I L C O N S E R V A T I O N D I V I S I O N 
P O UO X J O B ! 

S A N T A F C . N C W M E X I C O 0 7 5 0 1 

-110-
f o r - ' C - f 0 1 

SUNDRY NOTICES AND nEP\~l' CN WELLS " 
I B * B O * U l * *•»«•» • 0«»-* • * •* ' . r o % » w . r i ' v i . * ' . : r » » i » e» «* . i i c * , * n • i * r a t f t s v o i l 

Stnt- fx] f-m [H 

E 10163 

on r - ] »• f i 
• i n I I « u i L _ J .cc. Water DisDosal 

r-» ol C'peiolor 

J E M Resources Ine. 
j . A4dr«.s ol Cv'O'of 

Box 648 Artesia, K. Mexe 88210 
« . Location of *ell 

M I T k C T T C A . 990 , rtCT n o u TM£ . 990 , r c t T r * o u 

17 

7. U n i t A <*nt .*.'»•;.*• 

CAVE PCCL UNIT 
fl, r"'tfn. t u t , « * u 3 e I . a r r . . 

9. w.rii r;o> 

27 
tC. Field » .d i-oo», er 'A'tiyoi 

CAVE-GREG 

^ \ X \ \ \ V \ \ \ N N \ \ ' • \ ' x \ ^ \ , ^ \ \ \ N ! l i . Uovcuon f.Uou uAcrser OF. /»7\ t/A, etc.; 

16. 
Check Appropriate Box To Indicate Nature of Notice, Report or Other Data 

N O T I C E O F I N T E N T I O N TO: S U B S E Q U E N T R E P O R T O F : 

• AC wean | | 

T W J M N I L T AOAMOOM | I 

« V M , « a A L T C « CAAtMS j j 

• • T — H I f C M C S 

n U l ' J M H I L T AOAMOOM 

M A M AMO AAAOSOM 

cmstur VIA** 

• ACIuCOIAt , « * « * ! 

C O U M C N C C QUILL . .NC C M S . 

CAOIMC T C J T A*W© C C M C N T J»3* 

A k T C . t N O C A S t a C [ _ _ J 
i — i 

• k U C ANO A . A M O C m s C M j | 

. _ • 
17. Dncr i t e Prcooreo or Completed Operations (dearly stale ail pentner.: details, and give pertinent dates, including estimated dale of starting any proposer! 

Miark) s e e RUL.C I 103. 

Pulled Tubing,, put on Bit & Qasing Scraper. Ran in Hole & Cleaned out to 

2385*. Well is completed open hole from 23A6 to 2391. 

Ran 2310s Plastic Lined Pipe & Plastic Coated Packer. Circulated Hole 

3d.th 22 KCL wafeer & set packer at 23U 1 . Pressured up on Casing to 600#, 

no leak off. Treated formation with Surfactant & 15% acid. 

Jut Well back on Disposal & it takes a l l the produced water with ninumal 

peessures* _ „ - - - ~~ 

220 | 

PRES. A„ 10-29-30 

AUD GAS ihSPECTQB M . NOV 0 3 198Q 
O i r i o N i o r » w » o v » t . , i r A M Y I 



^ T 

Program Descr ip t ion EXHIBIT XI - i l l - . 

STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

HOQSS DISTRICT OFFICE 

BRUCE KING 
GOVtHNOB 

LARRY KEHOE 
SECHETARY 

Ju ly 3, 1980 
POST OFFICE BOX 190 

HOeaS. NEW MEVICQ t,d 
IS05) 393-5161 

Pontotoc Oil Corporation 
P.O. Box 5094 
Midland, Texas 79701 

SUBJECT: Wells Suspected of Being Inadequately Cemented 
Hobbs State #1,' Unit F> Sec. 29, T18S, R38E 
Hobbs State #2, Unit G, Sec. 29, T18S, R38E 

Gentlemen: > s N ^ 

You have two wells, Hobbs State #1 and #2, in the Hobbs-Drinkard Pool which may 
not be adequately cemented to prevent migration of fluid from the Hobbs-Grayburg-
San Andres formation to ether zones. Shell Oil Company is installing a waterflood 
project in the Grayburg-San Andres zone and the cement top behind the production 
casing in the above wells needs to be confirmed. 

Our rules state that cement must be brought 600 feet above any producing interval. 

I f temperature surveys were run on the original completions, please submit these 
logs to the Hobbs Oil Conservation Division Office. I f temperature logs are not 
available, you are requested to run bond logs to determine i f the Grayburg-San 
Andres zone is cemented in such a manner as to prevent fluid'migration from the • 
zone. I f the temperature surveys or bond logs show the wells are not adequately 
cemented, recementing of the wells will be required. 

You are requested to notify the Hobbs OCD Office 24 hours in advance of doing any 
work on the subject wells. Also, i t is requested that this work be completed 
by September 1, 1980. ^ p 

(/ JUL* . ^ 
Yours very truly, 

OIL CONSERVATION DIVISION 

/yJerry bexton 
^Supervisor, District I 

SANTA 3/O/v 

êd/JS 

cc: R.W. Phillips, Shell Oil Co. P.O. 
Joe D. Ramey, OCD- Santa Fe, NM 

(fR~7L. StametsT. OCD- Santa Fe, NM 
File 

Box 991, Houston, TX 77001 



Program Description EXHIBIT XI-112-
STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

HOBBS DISTRICT OFFICE 

BRUCE KING July 30, 1930 POST omf;E cox inno 
HOQGS. NEW f/LXICO UUJ'"., 

(505) 333-6161 LARRY KEHOE 

Mr. Gordon G. tiarcum 
Pontotoc Oil Comoration 
P.O. Box 5094 
Midland, Texas 79701 

SUBJECT: Wells Susoected of Being Inadequately Cemented 
Hobbs State #1, Unit F, Section 29, T18S, R38E 
Hobbs State #2, Unit G, Section 29, T18S, R38E 

Dear Mr. Mar cum: 

After examining the cement bond log on your Hobbs State #1-F irvSec. 29, 
T18S, R38E, and the cement and casing records on the Hobbs Stated, i t 
is agreed that additional cementing work will not be required at this time. 

At a later date some additional cementing'on the above wells may have to 
be done since about 30 feet of formation below, the intermediate casing 
shoe in the Hobbs State #1 is not cemented, but the casing in the 
well will prevent any migration of fluids out of zone. 

Yours very truly, 

OIL CONSERVATION DIVISION 

Jerry Sexton 
Supervisor, District I 

cc: Siio4Xi]±]__Cj)mD4ny - Attn: Bob Phillips 
<Mr. J.D. Ramev, • 
Mr. Prentiss Ifhi 1 ds 

t 



Program Description EXHIBIT XI -113- , 

y:.rr:-.: STATE 0.'-' ND.V MEXICO 

i l ' ^ H f ENERGY AND MINERALS DEPARTMENT 
OIL CC'JSL!iVATiDN DIVISION 

v';;v.v:-:--^' H028S D.STRiCT O.TiCE 

BRUCE KING j u l y 2 5 , 1980 
GOVERNOR ^ 5 

LARRY KEHOE 
SECRETARY 

POST OFFICE OOX IflOO 
HOBBS. NEW MEXICO LU ;Zs.O 

(505) 333-C1G1 

Mr. Keith Spradlin 
Union Oil Company of Calif. 
Route 1 
Lovington, NM 88260 

SUBJECT: Nix 24 SWD Well #1 
! F-35-18-46 

Gentlemen: • ' 

The Oil Conservation Division witnessed a requested retest of your 
Nix 24 SWD well #1 on July 23, 1980, and as: a result of this test 
we will not require any repair work be done! on this well at the 
present time. 

Very truly yours, 

OIL CONSERVATION DIVISION 1 ' 

Jerry Sexton 
Supervisor, District I 

ed 

cc: J.D.Ramey 
./TV.L. Stamets 

F i le 

Li 
0 l L C 0 %- SANTA FE 
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EXHIBIT XI - 1 1 4 " 
STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION DIVISION 

HOBBS DISTRICT OFFICE 

BRUCE KING 
GOVERNOR 

LARRY KEHOE 
SECRETARY 

August 20, 1980 
POST OFflCE BOX I 9 6 0 

HOBBS. NEW MEXICO BBBAfl 
15051 393-6161 

Gulf Oil Corporation 
Box 670 
Hobbs, NM 88240 

SUBJECT: CE. LaMunyon SWD #6-A 28-23-37 
SWD-204 

Gentlemen: 

The Oil Conservation Division conducted a casing leak test on your 
CE. LaMunyon SWD #6 well August 11, 1980, and i t was noted that the 
injection pressure of 2500 psi exceeds the injection pressure limit 
of 1865 psi established by SWD Order #204 authorizing disposal into 
this well. 

You are requested to take measures to reduce the injection pressure 
on this well to 1865 psi or below. We will recheck the well in 
the next few months. 

Very truly yours, 

OIL̂ CONSERVATION QniSJJJN 

/ Jerry Sexton 
Supervisor, District I 

ed 

cc: Joe D. Ramey - Santa Fe 
(.R.L. Stamets_ - Santa Fe 
File 
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Program Descrip. * ;.J>->._i ~. v....,/, L ' . i ' . / iv_ ' : \ -115-
EXHIBIT XI o;i c.-. . : I 

M I D L A N D , T r V.'. . 7 3 7 f t j 

LAND DIIT^CT OFFICE A T J A I X 9 , l C ' o l • —. - ••• ---••-> —\ TaEPHONE 
. .-• • • y •' >, 

State of Mexico - \~~ .. " : •/ 
Energy cr.ci Minerals r^parrzierit i, . . • ' 
Oil Ccc.servntictt Di vision fj".- .-. i ; "cnnM 
P.O. Box 2032 " 3A.;.TA !-"E 
Santa FG, liew l i x i c o 87501 

EE: 

Gentlerosn: 

Disposal in to the Sail Andres and Glorieta i formticns i n the above 
captioned wal l was approved by SwD-230 -on Aunisr. 29, 19S0. Tha order 
specified a l i r rLr izg in jec t ion pressure of 930, p s i . -During Ocotober, 
19SD, surface in jec t ion pressures of 1400 t)si were observed. Following 
this , disposal into this well was restricted sb as net to exceed the 
specified i n j ec t i on pressure of 930 psi . A worlcovar was performed i n 
January, 19G1 to reaeidize the perforations. Follcr.dng this work water 
i s currently being 'injected at a rate cf. 360 BI-I-D wi th a surface i n 
jection pressure of 550 r s i to 580 ps i . A strajary o f th is work is shown 
on tlie attached Fcrra C-103. ' 

Stoltz State S\V #1-M i n 6--15-34 
SKD-230, Sec. 6, T-15-S,' R-35-S 

Very t ru ly yours, 

J M. HUBER CORPORATION 

PGS:dc 



STATE OF NEW MEXICO Program Descrip. 
FX HIRIT XI 

ENERGY AND MINERALS DEPARTMENT 
dlL CONSERVATION DIVISION 

ARTESIA DISTRICT OFFICE 

-116-

BRUCE KING 
GOVIBNOB 

LARRY KEHOE 
SECRETARY 

March 10, 1980 P.O. DRAWER OO 
ARTESIA* NEW MEXICO BH210 

(5051 746-1861 

Norwood Oil Company 
P. 0. Drawer BN 
Malakoff, Tx 75148 

« 
Re: Skel ly State Leases 

Section 16-T16S-R29E 
Eddy County, NM 

Gentlemen: 

A recent field inspection revealed the following Skelly State 
wells number 13-A, 14-B, 23-H, 24-G and 25-F, all in section 
16-16-29, have not taken water for sometime. 

Whenever there is a continuous six month period of non-injection in 
to any injection 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. 

The Division is asking that all abandoned water injection facilities 
be plugged and abandoned in accordance with the Division Rules and 
Regulations. 

I t was 'noticed that there are two wells, one located in Unit B and 
one located in Unit F of 16-16-29, that are possibly water supply 
wells that should also be plugged and abandoned. 

If you have any further questions concerning this matter please contact 
me at this office. 

Sincerely yours, 

^4C-
t i ike Williams 
"Oil S Gas Inspector 

tW:jw 
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COMPLAINT TAKEN BY: DATE: TIME: 

PERSON COMPLAINING: 

Name:-

IN PERSON: 

Complaint: 

Address: 

PHONE: 

Phone: 

INVESTIGATION 

INVESTIGATOR: DATE: TIME: 

DESCRIBE INVESTIGATION AND FINDINGS: _ 

ACTION TAKEN: DATE: TIME: 

.annTTTOMfll CUCCT TC u c r r c f J n u 
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PROGRAM DESCRIPTION 
Exhibit 13 

During the process of EPA review of the Division's submittal of New Mexico's 
Draft UIC Primary Application, questions were raised re l a t i v e to the reference to 
the State Engineer, his designation of fresh water supplies to be protected, and. 
what constitutes reasonable protection thereof. These questions a l l relate to 
Section 70-2-12 B.15 NMSA 1978 Compilation referenced i n the Statement of Legal 
Authority. 

I t i s believed that the following b r i e f h i s t o r i c a l review w i l l resolve these 
questions. 

HISTORY 

In the distant past the O i l Conservation Division's duties were l i m i t e d 
primarily to the prevention of waste of o i l and gas and the protection of correla
t i v e r i g h t s . Responsibility for protection of the State's surface and subsurface 
waters was assigned to the State Engineer (now the Water Resources Division of 
The Natural Resources Department). For many years the Division and the State 
Engineer cooperated and coordinated t h e i r separate programs to achieve the goal 
of water protection. During the 1960s the Legislature assigned the responsibility 
for water protection related to o i l and gas operations clearly to the OCD while 
recognizing the h i s t o r i c expertise of the State Engineer by providing for.his 
direction i n establishing parameters fo r waters to be protected. An A p r i l 13, 
1967, l e t t e r , copy attached, shows that 10,000 parts per m i l l i o n TDS was picked 
as the figure for underground waters to be protected. This figure i s consistent, 
with that contained i n the Administrator's regulations and the regulations of the 
New Mexico Water Quality Control Commission which succeeded the State Engineer i n 
the setting of water standards. 

H i s t o r i c a l l y the term "reasonable protection" and the non-designation of 
waters where "there i s no present or reasonably foreseeable beneficial use" have 
set a standard for the OCD higher than that required by the Administrator i n pro
tecting USDWs. This occurs because the designation i s not l i m i t e d to current or 
prospective public water supplies but includes waters suitable for domestic use, 
stock watering, and i r r i g a t i o n . The Division has h i s t o r i c a l l y used considerations 
equivalent to those spelled out i n the Administrator 1s aquifer exemption rules i n 
making determinations re l a t i v e to protection of New Mexico's water resources. 

; 



S T A T E O F N E W M E X I C O 

STATU ENGINSSH OFFICE 
SANTA F S 

i i D i K i i coimesfouecucc Tot 
STATE CAP1TOU 

SANTA f Z , NEW MEXICO S7S01 

S. C REYMOUOS 

TATI CMsmcia A p r i l 13,. 1967 

Mr. A. L. Porter, Jr. 
Secretary-Director 
O i l Conservation Commission 
Santa Fe, New Mexico 

Dear Mr. Porters 

A l l underground water in the State of New Mexico containing 
10,000 parts per m i l l i o n or less of dissolved solids i s 
hereby designated by the State Engineer pursuant to Section 
65-3-11.(15) N.M.S.A., 1953 Compilation;'except that t h i s 
designation s h a l l not include any water for which there is 
no present or reasonably foreseeable beneficial use that 
would be impaired by contamination. This designation, 
supercedes a l l previous designations pertaining to underground 
water. 

For your information I am attaching a memorandum dated 
A p r i l 10, 19S7 and the nap mentioned therein which shows 
the areas and formations in which water of 10,000 parts 
per million.or less commonly occurs. . 

The surface water designation previously made remains un
changed. 

FEl/ma Yours t r u l y , 
encl. 

S . E . Reynolds 
S t a t e Engineer 

Frank E . I r b y s 
C h i e f 
Water Rights D i v . 

Program Description 
E x J u b i t - i j 
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AQUIFER DESIGNATION FOR UIC: 

PROTOTYPE STUDY IN SOUTHEASTERN NEW MEXICO 

INTRODUCTION 

The New Mexico Oil Conservation Division (OCD), in 

conjunction with Lee Wilson and Associates, has performed a 

prototype study to implement the aquifer designation 

regulations which are proposed as part of the Federal 

Underground Injection Control program. Designation c r i t e r i a 

require protection of aquifers which are currently used for 

drinking water or which have a total dissolved solids (TDS) 

content of less than 10,000 mg/1. However, aquifers may be 

exempted from designation i f they are or w i l l be used for 

mineral, o i l or geothermal energy production, or i f they cannot 

provide drinking water for reason of economics, technology or 

gross contamination. 

In New Mexico, state regulations already require that 

ground water with a TDS less than 10,000 mg/1 be protected 

against vi r t u a l l y a l l types of pollutant discharge. UIC goes 

beyond the State programs by requiring expli c i t identification 

and mapping of the areas to be protected. However, aquifers 



protected under State regulations could be exempted from 

protection under UIC in areas of mineral, o i l or geothermal 

energy production. Because the concept of designation or 

exemption is new, and standardized procedures are not 

available, the process of aquifer evaluation is potentially 

difficult,, complex, and time-consuming; i t may be expensive in 

terms of the commitment of resources for data gathering and 

interpretation. A prototype study is needed to develop 

procedures and evaluate the complexity and expense of the 

aquifer-designation process. The prototype reported here 

involved a l l steps in the process except for those related to a 

formal public hearing. 

The. project described here involved the mapping of aquifers 

in a 144-square-mile area near Artesia, in Eddy County (Figure 

1). Characteristics of the area include the following: 

1. Both artesian water and o i l are produced from the 

same geologic unit, the San Andres Formation of 

Permian age. This situation is characteristic of much 

of southeastern New Mexico and implies that 

boundary-setting in aquifer designation must be 

precise. 

2. Injection into the San Andres is practiced both 

for secondary recovery and brine disposal; thus the 



potential for contamination is significant and the 

role of UIC designations as a protective tool becomes 

important. 

3. Considerable information on the area has already 

been compiled by agencies or private companies (for 

example, water-level maps). Additional data can be 

readily obtained (for example, porosity values can be 

read from modern geophysical logs). 

METHODS AND DATA 

Geologic, hydrologic, and energy-resource data for the 

study area were gathered from published reports and the f i l e s 

of federal, state and local agencies concerned with water or 

energy resources. Information on salinity and porosity was 

developed in part from geophysical logs produced from new, deep 

gas wells which penetrated the Grayburg-San Andres interval. 

The Dual Laterlog and Compensated Neutron Log were utilized to 

determine r e s i s t i v i t y of formation fluids and formation 

porosity. With proper borehole corrections, these logs provide 

an accurate assessment of f l u i d s a l i n i t y . However, data are 

generally available only for deeper formations, since wells are 

required to be cased through formations known to contain 

potable water. The data were compiled into four tables (Tables 



1 to A), which include geohydrologic information, records of 

water wells, and records of o i l , gas and injection wells 

(including geophysical data wells), and lithologic 

descriptions. The tables were then interpreted to produce maps 

basic to the aquifer designation process (see Figures 2 through 

9); the maps present structural contours, potentiometric 

surfaces, the location of shallow o i l and gas pools, and the 

location of information wells. 

The maps and tables were used to develop Figure 10, a 

cross-section of the study area. This cross-section portrays 

most of the information needed to make aquifer designations. 

The section shows the location of fresh water, o i l and gas 

pools, geologic boundaries, potentiometric surfaces of shallow 

and artesian aquifers, and representative wells. Figure 10 is 

used as the base for the various designation options considered" 

in the Results section. 

The geology of the study area (see Figures 2, 3 and 4) 

reflects i t s position as a backwater depositional zone in the 

Permian Reef complex of New Mexico and Texas. Dolomites 

predominate, with limestone increasing southeastward toward the 

reef, and redbeds and evaporites increasing north and west onto 

the shelf. In general, the Permian units dip toward the 

southeast and thicken in the same direction. 



The principal aquifer and hydrocarbon-producing zones both 

occur within the San Andres Formation, which lies between the 

Grayburg Formation of the Artesia Group, and the Glorieta 

Sandstone. This formation is therefore the c r i t i c a l interval 

for UIC protection. Two separate porosity horizons are 

situated within the San Andres. The upper horizon is a 

high-porosity (20 per cent) interval which contains an artesian 
A 

aquifer and some isolated hydrocarbon development. The 

artesian quifer underlies most of the area. The Aquifer 

includes much of the Grayburg as well as and the.upper, porous 

zone of the San Andres. The water contains less than 3000 mg/1 

dissolved solids, except in the southeastern part of the map 

area where o i l is produced from the lower Grayburg. 

The lower horizon corresponds to the Slaughter dolomite 

zone, where locally developed porosity contains o i l and gas, 

and total dissolved solids exceed 10,000 mg/1. A zone of low 

porosity apparently acts as a confining horizon, or 

permeability barrier, which separates the aquifer from the 

Slaughter zone and the o i l pools. 

Data on geohydrology and water quality in the area (see 

Tables 2 and 3, Figures 5, 6, 7) indicate that although fresh 

water is found to the base of the San Andres in some locations, 



there is no water production below the artesian aquifer. 

(However, fresh water is found beneath the San Andres in the 

Roswell Basin outside the study area; see Gross et a l . , 1978). 

In most locations, fresh water is not found in wells which 

penetrate below the artesian aquifer. However, r e s i s t i v i t y 

data indicate that fresh water may extend to the base of the 

San Andres in some locations (Arrow A, Figure 10). In a l l such 

cases, geophysical logs indicate that the- fresh water occurs in 

rocks with low porosity (averaging less than 7 percent), 

suggesting that the water is i n t e r s t i t i a l . No fresh-water 

yield is obtained from any well which penetrates below the 

artesian aquifer. Water in the Glorieta exceeds 10,000 mg/1 in 

a l l geophysical data wells.. 

In units east of the Pecos River, water contains more 

dissolved solids than in corresponding units west of the 

river. Most fresh-water production comes from the Yates 

Formation, with dissolved solids values which can be as low as 

1,000 mg/1, but are generally above 4,000 mg/1. 



A shallow aquifer extends from the western portion of the 

prototype area to the Pecos River (Figures 4 and 5). The 

aquifer includes the valley alluvial f i l l and upper portion of 

the Seven Rivers Formation. L i t t l e information is available 

for the lower Seven Rivers and Queen Formation, below the 

shallow aquifer, since they serve only as a minor source of 

water within the basin. 

Shallow hydrocarbon development occurs primarily in the 

eastward-dipping Slaughter zone within the San Andres Formation 

(see Table 3; Figures 8 and 10). Six million barrels of o i l 

have been pumped from over 400 wells in 10 pools which occur in 

the prototype area. Production has depleted to non-profitable 

levels in most wells and underground injection is applied for 

enhanced recovery in the Atoka San Andres, Atoka Grayburg, and 

Red Lake pools (Figure 8). Salt-water disposal is active in 

two wells. 

Subtle changes of strike and dip and effective, porosity 

development within the Permian units control regional pinchouts 

of hydrocarbon production, and separate many pools produced 

within similar horizons. Absence of vertical permeability 

development within the San Andres protects the artesian aquifer 

against o i l migration from lower depths. Hence, contamination 

e 

-7-



of the artesian aquifer by the underlying o i l pool is 

unlikely. Local porosity along the Artesia Vacuum Arch within 

the Grayburg creates some o i l production from facies above the 

Slaughter zone. Here, absence of vertical permeability 

development; also protects the artesian aquifer. This trend 

continues east across the Pecos River in zones separated by 

permeability barriers. Most of these shallow pools have been 

depleted to production rates of less than one barrel per day 

per well. 

Several points developed in the Methods section affect the 

four aquifer designation alternatives considered below. A 

considerable amount of fresh water which must be protected 

against contamination by underground injection is available in 

the study area. The shallow aquifers do not affect the 

designation process since they are underlain by the deeper 

artesian aquifer. Thus designation of the deeper aquifer w i l l 

also protect the shallow aquifers. While o i l production takes 

place as high as the top of the Grayburg, and fresh water is 

found to the base of the San Andres, no fresh-water production 

occurs below the artesian aquifer. There is a geologic basis 

in a large part of the study area for distinguishing between 

the upper porous horizon containing water and the lower porous 

horizon containing o i l and gas. 



RESULTS 

Four alternatives were considered in the prototype study; 

three reflect a principle of designation (or exemption) 

contained in the UIC regulations, and the fourth is a 

combination containing the best overall approach. 

Alternative 1. The entire stratigraphic interval to the base 

of the San Andres could be designated as an aquifer requiring 

UIC protection, with exemption for areas in which.hydrocarbon 

production occurs. 

Alternative 2. The interval could be designated as an aquifer 

only where total dissolved solids are less than 10,000 mg/1. 

Alternative 3. The interval could be designated as an aquifer 

only where production of fresh water is li k e l y to be 

economically or technically feasible. 

Alternative 4. A combination of options 2 and 3 could be 

used. This alternative is the one recommended for the 

prototype area. 



Each alternative must be judged in terms of: a) I t s 

effectiveness in protecting drinking water; and b) i t s 

administrative efficiency. Figures 11-15 display the various 

aquifer designations which would result from each alternative. 

® 
Alternative 1; Full Designation with Exemptions for 

Hydrocarbon Production 

I f the lower l i m i t of the aquifer were designated as the 

base of the San Andres (see Figure 11), a l l known fresh water 

in the study area would be protected since TDS exceeds 10,000 

mg/1 throughout deeper horizons. Upper and lateral boundaries 

of active o i l pools would then be used to exempt areas of 

hydrocarbon production. The heavy dashed line in Figure 11 

illustrates how such a boundary would appear in cross-section. 

This approach promises good protection of drinking water. 

The available evidence indicates that hydrocarbon production 

occurs within localized porosity zones (potential injection 

zones) which are unconnected to the artesian aquifer; further, 

fresh water has not been found beneath any o i l pool. 

Therefore, wastes injected into areas exempted from designation 

would not be expected to commingle with fresh water in the 

protected aquifers. However, the; approach would face severe 

-10-



administrative problems. Boundaries must be redrawn each time 

an o i l pool is extended or a new pool developed, requiring a 

lengthy and expensive public review and hearing process on each 

boundary change. Further, determination of the exact location 

of pools (especially the upper l i m i t ) is quite time-consuming. 

Alternative 2: Use of TDS Boundary 

Use of a line to define the lower l i m i t of water containing 

less than 10,000 mg/1 solids would, by UIC definition, provide 

protection to a l l potential drinking water (see Figure 12). 

The major drawback to using this method throughout the study 

area is that there are no water-quality analyses available from 

the lower part of the San Andres, nor from many higher units 

east o f t h e Pecos River. Instead, the determination that fresh 

water occurs to the base of the San Andres Formation involves 

the use of r e s i s t i v i t y data from deep geophysical data wells. 

There are relatively few geophysical data wells; hence the 

boundary can only be approximate and the depth to which UIC 

protection should extend is uncertain. East of the river the 

line is drawn across the top of o i l pools because elsewhere in 

the area TDS values in and beneath beneath pools are always 

greater than 10,000 mg/1. Administration of a designation 
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based on approximate boundaries and uncertain depths would be 

d i f f i c u l t . In addition, evaluations of r e s i s t i v i t y data from 

geophysical data wells is time-consuming and hence expensive. 

The approach may be the only one feasible in much of New 

Mexico, but in the prototype area a better procedure is 

available (see below). 

Alternative 3: Boundary Based on Porosity 

The fresh water which lies between the base of the artesian 

aquifer and the base of the San Andres appears to be 

i n t e r s t i t i a l , trapped in pore spaces with l i t t l e or no 

permeability. I t is doubtful that usable quantities of water 

could be obtained by wells which tap this horizon. Therefore, 

the base of the artesian aquifer i t s e l f could be used as a UIC 

boundary in the study area since i t effectively limits the 

depth at which fresh water resources are available (see Figure 

13). The boundary is readily drawn based on the extensive well 

records available in the area. In practice i t is preferable to 

place the base of the protected zone 100 feet below the aquifer 

to provide a margin of safety. This would be consistent with 

existing state regulations, which require casing of a l l o i l 

wells from the land surface to a depth 100 feet below the 

artesian aquifer. 
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The historic use of this c r i t e r i a in State regulations 

indicates that administrative d i f f i c u l t i e s would be minimal. 

Moreover, data are adequate to present the boundary in map form 

(Figure 14). However, the artesian aquifer does not extend 

east of the Pecos River; a different approach is needed to 

provide aquifer protection in that part of the study area. 

Alternative 4: Combination of Designation Techniques 

To provide protection for fresh-water in the. artesian basin 

as well as protection for those scattered sources outside the 

basin boundaries, a combination of designation techniques is 

necessary. A boundary placed 100 feet below the base of the 

artesian aquifer is feasible in the map area west of the Pecos 

River (Alternative 3). However, east of the river where the 

artesian aquifer does not occur, designation of boundaries 

would require careful scrutiny of well records and available 

geological data to determine zones productive of fresh water 

(using the procedures described in Alternative 2). The 

boundary drawn east of the river in Figure 14 is extrapolated 

from elsewhere in the area, and would need to be fixed in more 

detail i f a UIC application were to occur east of the Pecos. 

This combination of options provides the best strategy for 

designating a l l potential sources of fresh water in the 

prototype area. 
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Figure 15 is a cross-section which identifies the boundary 

of the designated aquifer drawn according to Alternative 4. 

While this approach would require different types of 

administration in different parts of the prototype area, i t 

also provides the most comprehensive protection. The 

administrative burden would not be significantly greater than 

that required for each individual technique above. 

SUMMARY AND CONCLUSIONS 

The prototype, study has determined that boundaries can be 

set and aquifers identified under the UIC program. In the 

study area, existing state regulations can be used in 

coordination with UIC goals to carry out aquifer designations 

for the area west of the Pecos River. Designation of aquifers 

east of the Pecos requires use of geophysical data and 

available well records to determine appropriate boundaries 

based on tota l dissolved solids concentrations. This 

experiment.provides many insights on the procedures to be used 

for UIC aquifer evaluations. 

Geophysical data from o i l and gas wells w i l l be an 

important source of information, since they reveal conditions 
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In deeper aquifers, which, while not currently use for drinking 

water, should be protected under UIC. The TDS boundary method 

(Alternative 2) w i l l be very useful in those areas which lack 

the geologically defined aquifer l i m i t which occurs in the 

study area. The TDS method is likely to be used in much of New 

Mexico; however, the boundaries set w i l l be less reliable than 

those established on a geologic basis, unless salinity is 

geologically controlled. A major administrative concern is 

that the procedures used in designating aquifers not change 

every time new data become available. This concern makes the 

exemptions of aquifers for hydrocarbon production an 

undesirable alternative. 

The prototype study cost approximately $100 per square 

mile. This provides a basis for budget estimates for other 

mapping elsewhere in New Mexico. Less cost and time w i l l be 

involved in mapping the remainder of the Roswell basin as a 

result of the experience and techniques developed in the 

prototype area. Costs elsewhere in the state w i l l vary 

depending upon data availability and the complexity of geologic 

and hydrologic conditions. Since most of the state w i l l have 

l i t t l e or no data available from deep wells, costs w i l l be 

lower (and results less reliable) than in the prototype area. 
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The estimated cost of aquifer designation in New Mexico, based 

on $100 per square mile, would be $12,166,000. Even i f costs 

eventually approach $10/square mile, a considerable expense 

w i l l be incurred by the UIC program. Where feasible, existing 

administrative procedures, such as New Mexico's state 

regulations, would reduce UIC costs considerably. 
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Figure 5: Potentiometric Surface of Shallow Aquif 

Source: a f t e r E. Welder, 1977. 



Figure 6: Potentiometric Surface of Artesian Aquifer. 

Source: af t e r E. Welder, i 
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Table A. Lithologic descriptions of units identified in Figure 2. 

1. Alluvial F i l l - unconsolidated sands, s i l t s , and gravels. 

2. Yates Formation - gypsum with minor dolomite and 

siltstone. 

3. Seven Rivers Formation - anhydrite with shale, dolomite, 

and sandstone. 

4. Queen Formation - sandstones with some sandy dolomite 

5. Grayburg Formation - porous sandstone and sandy dolomite. 

6. San Andres Formation - limestone and dolomite, with a 

more sandy and porous upper portion. The lower portion, or 

Slaughter Zone, has several anhydrite horizons and irregular 

high porosity development; the area between the upper zone 

and Slaughter lacks good porosity development. 

7. Glorieta Sandstone Member - sandstone and siltstone with 

calcareous cement. 

8. Yeso Formation - dark gray shales with carbonate-cemented 

siltstones, limestones, and anhydrite. 
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;CUl"cR EVALUATION FOR UIC DECEMBER 31, 1960 

INTRODUCTION 

The Federal Underground Injection Control (UIC) program requires orotec-

:ion of existing and potential underground sources of drinking water. As part 

of tne implementation of the UIC program, the U.S. Environmental Protection 

Agency (EPA) has set forth orocedures for determining which underground waters 

require protection. Figure 1 summarizes the procedures, as they are inferred 

from the Federal Register (see 40 CFR Part 122.3 and iO CFR lafi.CA). We term 

Figure 1 'the Aquifer Evaluation Process'. 

Application of Figure 1 results in the classification of a rock unit as a 

protected aquifer i f i t is a present source of drinking water. I t is also a 

orotected aquifer unless i t is explicitly classified into one of three other 

categories for which UIC protection is not required: salt-water aquifery~ 

non-aquifer or exempted aquifer. Salt-water aquifers are rock units which 

contain water having a total dissolved solids content (TDS) in excess of 

10,000 mg/1. Non-aquifers are rock units which are not able to yield 

significant amounts of water to a well or spring. Exempted aquifers are rock 

units which are not a source of drinking water for reason of economics, 

technology, gross contamination, or relationship to subsidence or collapse 

zones. 

EPA guidance regarding the aquifer evaluation process indicates that i t 

should be relatively thorough and detailed (Ground-Water Program Guidance No. 

4.2). The agency specifically suggests the use of techniques such as: maps 
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AQUIFER EVALUATION FOR UIC DECE"5E5 31, I960 

an- cross-sections showing TDS isocons; naps snowing ceoch to z~se of fresh 

-ater; maps of aquifer thickness, elevation, and saturated f.ic-'ness; maps of 

water ievels in different aquifers at different dates; and many ntners. 

In 1979 the New Mexico Oil Conservation Division (OCD) performed a proto-

tyoe study to develop and assess procedures for the evaluation of aquifers. 

The study invqlved geohydrological maoping in a lithologically complex 144 

square-mile area near Artesia, Eddy County, New Mexico. Procedures used and 

maps produced followed EPA guidance.. The results indicate that rack units can 

be mapped and evaluated as required by the UIC program. However, studies of 

the scope . suggested by the EPA guidance were estimated to cost at least . $10 

oer square mile, which would impose a considerable cost on the statewide 

implementation of the UIC program. 

Interestingly, the in-depth analysis undertaken in the Artesia area pro--

duced the same protection of drinking water as had long been enforced by. the 

State OCD. The results of aquifer classification from the State program and 

the-in-depth (UIC) analysis can be compared as follows. 

State Proqram UIC Proaram 

Basis: General geohydrologic knowl- Detailed geohydrological study 
edge of area 

Result: Aquifers protected to base of 
existing drinking water 
aquifer; deeper units classed 
as salt-water aquifers 

Same as State program except 
that some of the deeper units 
contain fresh water in iso
lated low porosity zones and 
are better classified as non-
aquifers 
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AQUIFER EVALUATION FOR UIC DECEMBER 31, 19,30 

In Artesia, the major benefit of a detailed geohydrologic study was to show 

that some rock units deemed by the State to be salt-water aauifers are in fact 

non-aquifers which contain fresh water. The rules for injection control are 

net changed by such a distinction, and consequently State reguiatiqns are 

correct in allowing injection below the base of the deepest existing under

ground source of drinking water. 

On the basis of this i n i t i a l prototype study, i t was hypothesized that an 

in-depth analysis may not be required to ensure the accurate evaluation of 

aquifers. Rather, evaluations might be performed satisfactorily at a recon

naissance level, using procedures similar to those already applied by the 

State. Such an approach would reduce costs of implementing the UIC program, 

without endangering water supplies. In 1980 OCD performed a second study 

aimed at testing this hypothesis. The area chosen for study (Figure 2) wa-s*>-

Lea County, which is the leading o i l producing county in New Mexico and an 

area where there is considerable injection for both secondary recovery and 

brine disposal. -

INITIAL CLASSIFICATION 

The i n i t i a l classification of aquifers in Lea County was based on studies 

of regional geohydrology published in readily available reports and supple

mented by a review of the existing State regulatory program. References re

viewed include: Garza and Wesselman (1959), Ash (1961a; 1961b), Nicholson 
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and Clebseh (1961), Ash (1962), U.S. Bureau of Reclamation (1972), West and 

rroadhurst (1975). Appendix 1 summarizes the water-bearing characteristics of 

tne major geologic units in the areai; Figure 3 is a stratigraohic column which 

identifies Formation names. 

The conclusion reached from the literature is that most drinking water in 

Lea County is obtained from shallow rock units (dominantly the Tertiary Ogal

lala Formation), and that there is no significant amount of fresh water in 

rocks older than Triassic. This concept is the basis for State regulations 

which have permited o i l - f i e l d brines to be injected into rocks of Permian age 

a/ 

or older.— Figure 4 is a map showing the base of the Triassic (also the 

top of the Permian Rustler Formation). Injection below this elevation is 

allowed by State regulations, a policy which is supported by the most readily 

available reDorts. 

IN-DEPTH STUDY 

A detailed aquifer evaluation study was performed in an area in the 

southern portion of the County (Figure 5) to determine i f the reconnaissance 

study provided an accurate evaluation of geohydrologic conditions. The methods 

a. A possible exception is that fresh water may occur in the reef limestones 

of the Permian Capitan Formation. Injection into the Capitan has never been 

Droposed and therefore the State's regulatory position toward this aquifer has 

not been established. 
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used were those developed in the Artesia study: review of technical reoorts 

and unpublished data in the files of various agencies; analysis of well logs; 

=->d analysis of borehole geophysics data. 

A bibliographic form (Figure 6) was completed for dozens of published and 

unoublished references on the geology and hydrology of the area and those 

references which appeared to have the best information were reviewed in 

cetail. Also reviewed were existing water-quality records for wells which 

obtain water from Paleozoic rocks. The result was a reasonably comprehensive 

understanding of the geohydrology of a representative portion of Lea County, 

as shown by: geologic maps and sections; water-table maps; and maps and 

sections showing water quality. This level of detail is commensurate with 

that suggested in the EPA guidance previously cited. Based on the 

bibliographic forms, the references were categorized as follows. 

1. Reports or articles which discuss water resources at a regional 

level. These are the same references reviewed during the i n i t i a l study, and 

were cited previously. 

2. References which discuss the known aquifers of Triassic age or younger* 

(especially the Ogallala Formation), or which discuss the- water supplies of 

the area in a general way. Such aquifers would be protected by UIC without 

Question, and thus while these references could be of value in review of site-

specific. UIC permits, they are of no value in the overall aquifer evaluation 

process. Examples of such references include: Nye (1930), Theis (1937), 
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Ccnover and Akin (1942),- USDE (1963), Burnes, et al. (1949), Yates and 

Galloway (1954), Minton (1956), Dinwiddle (1963), Chen and Long (1963), Long 

(1965), -Havens (1966), Cronin (1969), Theis (1969), Hudson (1971), Mourant 

(1971), Theis (1971), Brown and Signor (1972), Brown and Signor (1973), 

Buchnan (1973), Galloway (1975), Brutsaert, et al. (1975), N..v. Interstate 

Stream Commission and N.M. State Engineer Office (1975), Sorensen (1977), 

3rown, et al. (1978), Akin and Jones (1979). 

3. Articles which provide information on the history of orine contam

ination incidents. All such incidents involved contamination of the Ogallala 

Formation, with brine ponds being the principal source, of the problem. These 

references were useful as background information for the UIC program, but do 

not bear directly on the evaluation of aquifers. The references include: 

Rice (1958), Porter (1971), Bigbee and Taylor (1972), Bigbee (1972), Wright 

(1979), 

4. References which provide important information on Permian aquifers. 

These include regional studies which focus on the oil-related brine aquifers 

of the Permian Basin: Nicholson (1954), Borton (1960-67), Hood (1962), McNeal 

(1965), Hiss (1969), Chavez (1968-1979), Hiss (1973), George (1974), Hiss 

(1975a; 1975b, 1975c), Lambert (1978), Hiss (1980). Also included are very 

localized studies of the geohydrology of an area in which the analysis of 

aquifers is carried well into the Paleozoic: Borton (1958), Galloway (1959), 

West (1961), Cooper (1962), Mercer (1977). As noted below, these references 
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indicate that some fresh water (TDS less than 10,000 mg/1) does occur in a few 

of the Permian rock units. 

5. References which provide information on geologic conditions below the 

base of the Triassic, which do not provide information related to the geo-

hydrochemistry of fresh waters and thus are not directly reievent to the 

evaluation process. Soecific citations include: Adams (1944), Stipp et al, 

(1956), Stiop and Haigler (1957), Hull (1960), Sweeney, et al. (1960), 

Srackbill and Gaines (1964), Runyan (1965), Meyer (1966), Kinney and Schutz 

(1967), Jones, et al. (1973), Hiss (1976). 

Water wells do not penetrate the Permian in Lea County, and well logs are 

not available. Oil-well logs generally contain limited information of value 

for an evaluation of fresh-water occurrences. However, oil-well geophysical--' 

logs are a valuable resource and can be studied to verify water quality on the 

basis of resistivity measurements. Resistivity estimates confirm the presence 

of water with less than 10,000 mg/1 TDS in much of Lea County. Moreover, the 

good water often occurs in association with zones of good porosity in the 

Artesia Group and San Andres Formation. Thus, this fresh water is capable of 

being produced by wells. The units are neither non-aquifers nor salt-water 

aquifers. They must be classified as protected aquifers unless there is some 

basis for exemption. 

The literature information, as modified by the geophysical data, allow 

preparation of aquifer maps and cross-sections of the type prepared for the 
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-rtesia area. As the rough draft maDS and sections developed by this study 

are similar in format and content to those in.the previous report, they have 

not been developed for formal presentation and are not presented in this 

report except for Figures 7 and 8, presented subsequently. 

The important conclusion reached from the literature study is that there 

is some fresh-water in rocks of Paleozoic age, and a need to pursue the 

aquifer evaluation process' with regard to these rock units. T^is is the same 

conclusion reached in Artesia, where the additional study showed the 

fresh-water occurs in non-aquifers. 

Based on the detailed literature' search, analysis of logs., and interpreta

tion of geology in the study area, i t is apparent that the detailed evaluation 

of aquifers in Lea' Cqunty pursuant to UIC guidance does produce results which 

differ from the existing State regulatory program which is based on less 

cetailed information.. The differences can be summarized as follows. 

REVISED CLASSIFICATION 

State Proaram UIC Prooram 

Basis: General geohydrologic knowl
edge of area 

Detailed geohydrological study 

Result: Aquifers protected to base of 
Triassic; deeper units classed 
as salt-water aquifers with 
the possible exception of the 
Capitan Formation 

Some Paleozoic units contain 
fresh water in various loca
tions and must be considered 
as aquifers into which injec
tion is prohibited unless 
there is a basis for exemDting 
the aquifers from protection 
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n-ile tne State program is generally excellent in its protection cf water, any 

existing regulations should not be necessarily considered as complete with 

regard to- such orotection. 

DELINEATION OF FRESH WATER 

Geologic controls of the distribution of fresh water were studied to 

provide a basis for drawing the boundary within which UIC protection may be 

required. The results are illustrated in Figures 7 - 9 . Most of the 

available information is taken from Hiss (1975c, 1980). The discussion which 

follows is technical and assumes familiarity with the classic geology of the 

reef facies of the Permian Basin. 

Hiss (1975c) describes strata of Permian Guadalupian age wnich contain 

three separate aquifers - shelf, basin, and the Capitan reef (Figure 7). The 

Capitan occurs at depth within an ancient shelf-margin reef zone which 

surrounds the Delaware Basin in New Mexico and Texas. Most of the Capitan 

aquifer has permeabilities several magnitudes higher than those found in 

adjacent shelf facies and overlying Ochoan age lithologies. 

A major paleogeographic feature of the area is known as the Hobbs Chan

nel (Figure 8). This channel was a bathymetric low in the Permian and 

connected the Delaware and Midland Basins on the northern end of the Central 

Basin Platform. Shelf-interior skeletal sands prograded through the channel 
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* : t ~ communication of water between the basins. Interfingered with the sands 

are suotidal muds wnich have proved more susceptible to subsequent dolomitiza-

tion. These shelf-margin facies correspond to the Artesia Group and San 

Andres lime 

Fresh water has been supplied to the Capitan aquifer from recharge areas 

in the Guadalupe Mountains within' Eddy County, New Mexico and the Glass 

Mountains in Pecos County, Texas (Figure 9). Movement of fresh water 

northward from the Glass Mountains caused leaching of soluble minerals from 

the Capitan and from overlying rocks, increasing the permeability and 

hydraulic conductivity of the aquifer while also increasing the salinity of 

the- formation fluids. A recharge area also occurs in the' Guadalupe Mountains 

to the west, but l i t t l e of the fresh water from that area reached Lea County 

due to the existence of intervening zones of decreased permeability caused by 

the presence of ancient submarine canyons which incised the reef and which 

were filled with less permeable silts and clays. Incision of the Pecos River 

in the Pleistocene (?) cut off even this small amount of recharge (Figure 

9b). 

When the Capitan fresh water encounters permeability barriers in the 

vicinity of the Lea/Eddy County line, the water then moves northward into the 

limestone sand facies- of the Hobbs Channel. Fresh water entering these facies 

during the Cenozoic selectively dissolved the more soluble•carbonates of the 

skeletal sands, creating excellent permeability yet a complex path of water 

flow. In contrast, the dolomitized muds retain a low permeability and seldom 
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retain fresh water. At any one elevation, permeable and imper-eet^e rocks 

are complexly related according to tidal flat drainage patterns; t nere simply 

is no single widespread unit which can be described as an aauifer. 

In summary, recharge from the Glass Mountains has moved northward along 

selectively dissolved flow paths in the Capitan Reef and Hobbs Channel. The 

result is the irregular occurrence of fresh water in the Caoitan reef in 

soutnern Lea County and in the San Andres Formation and Artesia Group in an 

arcuate shaped zone which is generally along or to the east of the Capitan 

Reef trend (Figure 8). Hiss (1975c) provides tabular listings of water-

ouality data for wells in Lea County, located to the nearest section. This 

listing identifies approximately 175 wells which produce or tap fresh water 

from Paleozoic strata (where fresh water is defined as a TDS cf less than 

iO.OOO mg/li 7). 

Today the San Andres Formation within Lea County is also a prolific o i l 

producer and supports many enhanced recovery projects and salt water disposal 

wells. The Capitan aquifer is a major supply of water for o i l field water-

flood projects, with the exploitation of fluid reserves within these two 

aquifers, Hiss suggests that the effects of recharge are diminishing, reducing 

the hydraulic load and isolating fresher waters- already in place (Figure 9c). 

a. Where only chloride data are available a graphical relationship between 

TDS and chloride can be used to estimate TDS. According to Hiss, on the 

average a chloride of 5400 mg/1 is equivalent to 10,000 mg/1 TDS. 
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The i n i t i a l irregular movement of fresh water, and its subsequent isola

tion, ma*e i t dif f i c u l t to define a boundary for a protected acuifer. One may 

encounter oil and water at the same death within close lateral -proximity. A 

clot of the 175 wells with fresh water snows that some occur in total isola

tion from the main trends described above. For example, a few oi l wells in 

northern Lea County produce fresh water; almost a l l are in rocks older than 

the San Andres Formation and Artesia Group (e.g. Abo Formation). Nothing in 

tne literature or log data accounts for this fresh water, although conceivably 

i t has migrated northward from the Hobbs Channel. For purposes of UIC, these 

occurrences are so isolated that there is no basis for concluding that a 

fresh-water aquifer exists. 

A fresh-water aquifer does exist in the Capitan Formation and associated 

San Andres Formation and Artesia Group. Most of the fresh water is produced 

from wells which occur in clusters within the trend of the Capitan Reef and 

Hobbs Channel. However, within such clusters there are almost always wells 

producing saline water from the same depth. Neither data nor geologic 

theories allow the delineation of a boundary for fresh water.. 

NEED TO CONSIDER EXEMPTIONS 

The Capitan Formation, San Andres Formation and Artesia Group aquifers of 

Lea County contain localized fresh, water and therefore are subject to UIC 

protection. The Artesia Group and, especially, the San Andres Formation are 
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usee for brine disposal and waterflood in tne study area. Table 1 lists major 

salt-water disposal wells in tbe area w-.icn inject orines in tne general area 

cf deep -fresh water. Pemaos one-fifth to one-auarter of all orine disDosal 

in southeastern New Mexico occurs into zones wnich are potentially protected 

aouifers. I f injection to these aquifers is disallowed, then al l the wells 

listed in Table 1 would be out of compliance with UIC regulations. The 

alternative to injection in the San Andres (4,000 - 5,000 feet ceeo) would be 

to use Devonian strata, at depths of UD to 10,000 feet. A change in injection 

practices will be expensive and should not be undertaken without further 

analysis. 

The State has one obvious alternative to protecting tne deep aquifers of 

Lea County and phasing out injection into those units. This option is to 

apply UIC provisions for exemptions. 

EVALUATION OF EXEMPTION CRITERIA 

Steps 5-8. of Figure 1 indicate the orocedure for determining whether the 

deep aquifers of Lea County may be exempt from UIC regulations. Although EPA 

personnel were able to provide assistance in .application of the regulations, 

the Agency has developed no formal guidance to assist in the interpretation of 

the exemption criteria. Therefore, in this study a significant effort was 

made to develop basic concepts which might apply to the exemption procedures. 

The conclusions presented are preliminary and may be revised when EPA criteria 

are established. 
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Seen 5 of Figure 1 shows that injection may be allowed in a fresh-water 

acifer which is 'unusable as a source of drinking water oecause i t is min

eral, hydrocarbon or geothermal energy producing'. As stated this criteria 

envisions the disruption of a drinking water resource by the production of 

other resources. In Lea County such disruption could occur only in the 

immediate proximity of an o i l pool, where fresh water is drawn into the- pool 

and co-produced .with the hydrocarbons. Protection of such fresn water would 

nave no benefit so long as the hydrocarDon production continues. 

EPA probably, intended Step 5 to apply to waterflood projects; i f not then 

UIC would eliminate a l l brine waterfloods in fresh-water areas. Since the 

regulations contain many provisions intended to minimize adverse• impacts on 

the o i l industry, i t seems improbable that there was intent to adversely 

affect secondary-recovery o i l production in this country. . -

In effect, Step 5 seems to allow exemption of any portion of a fresh-water -

aquifer which occurs in hydrologic connection with an adjoining hydrocarbon 

reservoir, provided that there is a direct relationship between hydrocarbon 

production and conditions in the aquifer. Such an exemption would apply in 

much of Lea County. However, there remain a number of brine-disposal wells 

which inject into- the San Andres Formation in areas relatively removed from 

the o i l pools of that aquifer (see Table 1). The exemption of hydrocarbon 

producing areas would not in itself, fully resolve the apparent conflict 

between UIC regulations and the current activities of the o i l industry in Lea 

County. 
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Steo 6 of Figure 1 shows that injection may be allowed in a fresh-water 

acuifer which is 'unusable as a source of drinking water because i t is s i t 

uated at a depth or location which makes recovery of water for crinking-water 

ourooses economically or technologically impractical'. I t is d i f f i c u l t to 

understand what is meant by 'technologically impractical'. By UIC definition, 

a fresh-water aquifer is capable of yielding significant quantities qf water 

to a well. Therefqre there should be no technological carrier to it s produc

tion. Also the water would be of sufficiently good quality tnat treatment is 

certain to be feasible. I t seems prudent to ignore this provision of the 

regulations, since evidently there are no circumstances to wnich i t might 

apply. 

The criteria of 'economic impracticality' suggests that exemption might be 

allowed i f i t made no economic sense to ever use a given aquifer as a drink-*-' 

ing water resource. At least two situations could make i t economically im

practical to utilize a particular deep aquifer. 

1. Eccnomics could justify exemption i f the costs of fresh water from the 

aquifer were not' competitive with costs of alternative water supplies 

available to an area. For example, in regions with abundant sources of 

cheap drinking water there would be no reason to prohibit injection into a 

relatively deep aquifer containing water of marginal quality-. In 

contrast, where drinking water is scarce, a deep aquifer containing 

slightly saline water might well be a potentially economic water supply 

deserving of UIC protection. 
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2. Economics could justify exemption i f the value of the acuifer for 

brine disDOsal were greater than its potential value as a drinking-water 

source. This means that the water-supply analysis described above needs 

to go beyond direct costs and benefits. In the specific case of a deep 

aquifer i t means that costs of using the aquifer for drinking water should 

take into account the costs of abandoning the aquifer as an injection 

zone. 

For this study a preliminary analysis was made to see i f the deep fresh

water aquifers of.Lea County are an economically practical source of drinking 

water. The analysis is summarized in Table 2. The San Andres Formation 

contains the largest and freshest of the potential drinking-water resources in.' 

the Hobbs Channel; the City of Hobbs is.the principal area where drinking 

water is needed. Therefore, the analysis assumed that the fresh water ih the 

San Andres Formation was a potential source of drinking water for the largest 

city in the area, Hobbs. The need for water in Hobbs was estimated for a 

100-year period, and alternatives were identified for.meeting that need. The 

costs of each option were estimated roughly and compared to.the costs of the 

San Andres water. As summarized in the Table, the economic analysis shows 

that Hobbs can obtain 1.5 million acre-feet of Ogallala water at $75 per acre*-

foot, much less expensive than the • $900+ per acre-foot cost of San Andres 

water. I f Ogallala water were not available, then the San Andres water might 

be a realistic source of supply for Hobbs, since it s cost is of the same order 

of magnitude as the Eastern New Mexico Water Supply Project. 

-16-
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Table 2 indicates that the economics of using San Andres fresh water 

recce even more negative when its value as an injection zone are considered; 

c-ances to existing brine disposal would cost $4000 per acre-foot of fresh 

water protected. 

I t seems reasonable to conclude that the San Andres can be exempted from 

UIC protection on the grounds that i t is economically imoractical to use this 

acuifer as an underground source of drinking water instead of as a brine 

cisposal zone. The same conclusion would be reached for the smaller amounts 

cf fresh water in other aquifers such as the Artesia Group, as well as the 

more distant supplies in the Capitan Fqrmation. 

It is not necessary to apply steps 7 or 8 to Lea County, since a l l rock 

units have now been classified. However, for purposes of comoleting this 

analysis i t is worth noting that neither step would allow exemotion of the 

deep aquifers in Lea Cqunty. Step 7 provides exemptions for contaminated 

water supplies. As with step 6, i t is di f f i c u l t to envision any situation in 

which i t would be technologically impractical to render water f i t for human 

consumption. I t _is_ possible to imagine supplies which are so contaminated as 

to be economically unusable. However, i t is not clear why injection would be 

allowed into such contaminated zones, since injection would cause the area of 

contamination to expand into portions of the aquifer which are not now contam

inated. 
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Step 8 provides exemptions to aquifers associated with activities such as 

in-situ mining; such activities are absent from Lea County. 

FINAL CLASSIFICATION 

The study area contains the most likely part of Lea County for protection 

of Paleozoic aquifers. Thus the results should be applicable elsewhere in the 

County. The analysis of aquifers in Lea County produced results which differ 

from the existing State regulatory program. The differences can be summarized 

as follows. 

State Prooram UIC Prooram 

Basis: General geohydrologic knowl
edge of area 

Result: Aquifers protected to base of 
Triassic; deeper units classed 
as salt-water aquifers with 
the possible exception of the 
Capitan Formation 

Detailed geohydrological study 

Some Paleozoic units contain 
fresh water in various loc
ations; they are exempted from 
protection on the basis of 
economic considerations 

For practical purposes, then, the approach of the State program is in 

compliance with the requirements of UIC-

i l 

-18-
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SUMMARY OF IN-QEPTH STUDY 

A general literature search indicatees that the base of fresh water in Lea 

County occurs at the base of the Triassic. However, more detailea evaluations 

supplemented by analysis of geophysical logs demonstrate that the Permian 

Caoitan Formation, San Andres Formation and Artesia Group contain extensive 

amounts of water having 5,000-10,000 mg/1 total dissolved solids. This water 

is: intermixed with more saline fluids; occurs orincioally in the paleo-

georaphic features known as the Capitan Reef and Hobbs Channel; and is fossil 

(that is, there is no recharge at present). 

A review of UIC criteria for aquifer exemption indicates that the Permian 

aquifers of Lea County should be exempt from protection; existing injection 

activities need not be curtailed. The criteria indicate that waterflood wells.--^ 

are allowable because of their importance to hydrocarbon production. This 

conclusion would apply anywhere in New Mexico. Brine disposal wells are 

allowable because the economics of such disposal more than compensate for the 

economic value of the fresh water. This conclusion is limited to Lea County, 

where there is abundant low-cost fresh water available from the Ogallala 

Formation, such that the Permian water is clearly not a cost-effective source-

of drinking water in the area. 
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APPENOIX I . SUMMARY OF GEQHYQRQLQGY OF LEA COUNTY. 

From the literature search a number of basic findings were reached regard

ing the geohydrology of the area. These are shown in the l i s t of Formations 

and water-bearing, characteristics at the end of the Appendix. 

General Geology. The principal source of water in Lea County is the 

Tertiary Ogallala Formation, a fine-grained, poorly consolidated, calcareous 

sand which crops out at or near the surface of all. but the western edge of the 

county. In northern Lea County, where i t covers most of the High Plains, the 

Ogallala Formation ranges in thickness from 100-250 feet; in general, the 

lower half of the unit is saturated. High Plains water wells yield up to 1700 

gpm. Because there are no permanent streams, a l l recharge in the High Plains~ 

is derived from local precipitation. Because the Ogallala dips very shallowly 

to the south and east, there is some ground-water movement in these directions. 

The Ogallala Formation in southern Lea County thins to the west and local

ly is covered by Quaternary alluvium which ranges from 0-400 feet thick. In 

many localities the Ogallala is not saturated, but along stream valleys and 

over the Eunice Plain, not only the'Ogallala'but also some of the overlying • 

alluvium may be saturated. Water wells completed in the Ogallala Formation of 

southern Lea County yield from 30-700 gpm. Recharge in the southern part of 

the county is from both local precipitation and through-flowing streams. f | 
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The Ogallala Formation is underlain in scattered locations by Cretaceous 

snales and limestones. The Cretaceous sedimentary rocks are a major source of 

water only in the northern part of the county where the Ogallala is very 

thin. They yield water which is slightly more saline than that from the 

Ogallala, but the water is s t i l l of good quality. 

Sandstones and shales of the Triassic Dockum Group underlie the Cretaceous 

sedimentary rocks. The Dockum Group underlies most of Lea County, but water 

is produced from i t primarily in the southwestern and far northwestern parts 

of the county where overlying sediments are thin and/or unsaturated. Wells 

completed in the Dockum generally yield 10-15 gpm. Dockum waters average 500 

mg/1 sulfate, considerably higher than the 200 mg/1 average of the overlying 

units. Recharge of the Dockum results from precipitation on up-dip outcrops 

of the formations along the western side of the county and from infiltration 

from overlying formations. 

Most data sources on Lea County ground-water depict the base of useable 

fresh water as the bottom of the Rustler Formation (Nicholson and Clebech, 

1961). As discussed in the text, W.L. Hiss (1975c) presents evidence of 

ground water containing less than 10,000 mg/1 TDS within aquifers at depths 

greater than the Rustler, although none is now being used fcr human 

consumption. 
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LIST OF PROBABLE AQUIFERS IN LEA COUNTY, NEW MEXICO (SPO, 1967] 

•YSTEM AND STRATIGRAPHIC UNIT WATER-BEARING CHARACTERISTICS 

Quaternary alluvium 

Tertiary Ogallala Formation 

Cretaceous Tucumcari shale 

Yields small quantities of usually fresh 

water 

Good aquifer where saturated thickness is 

adequate. Has yielded up to 1,700 gpm to 

wells in Lea Co. Generally yields fresh 

water. 

Sand and gravel at base yields small quan

titi e s of water. Generally yields fresh to 

slightly saline water. 

Small quantities of water pumped for stock-, 

domestic use; not everywhere reliable 

aquifer. Lower unit might yield small 

quantities of fresh water i f tested. 

Permeable units predominantly contain only 

highly saline water. 

Older Paleozoic sedimentary rocks Permeable units predominantly contain only 

highly saline water. 

Precambrian metamorphic and Probably contain l i t t l e or no water, 

igneous rocks 

Triassic Dockum Group 

Permian sedimentary rocks 
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FIGURE 2. LOCATION OF STUDY AREA (LEA COUNTY, NEW MEXICO). 
Slanted lines show area of intensive study. 

Source: M. Holland, 1980. 
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FIGURE 3. STRATIGRAPHIC COLUMN FOR THE STUDY AREA. 





FIGURE 5. CAPITAN AQUIFER STUDY AREA (Enlarged) MILES 10 

Capitan shelf edge 

Capitan basinal edge 

Source: After W. Hiss, 1975. 



FIGURE 6. AQUIFER STUDY REFERENCE FORM 

Observer: 

Citation: 

Date: 

Area: 

Geologic Time: 

General Subject: Geology; geohydrology; o i l and gas; and other. 

General level of detail/insight: 

Data Quant. Other 
Subject Text Maos X-sec Tables Anal. (specify) 

Lithology 

Stratigraphy 

Aquifer 
properties 

Water table 

Water use 

Water 
quality 

Salinity 

Oil and gas 

Other 





ACTUAL DATA 

Parameter Formation Value Units Comments 

Transmissivity 

Storage Coefficient 

Specific Storage 

Porosity 

Permeability 

Saturated Thickness 

Specific Yield 

Well Yields 

Soecific Capacity 

Depth to Water 

Water-Table Elevation 

Water-Table Gradient 

Rate of Flow 

Leakance 

Diversion Rate 

Water Use 

TDS 

Other Quality 

Other Data 

Good References: 

Items Xeroxed and Attached: 



Source: Modified after W. Hiss, 1975 
by M. Holland. 



A. Regimen principally controlled by 
regional tectonics prior to 
development of the Pecos River. 

Regimen• influenced by erosion of 
Pecos River at Carlsoad downward 
into hydraulic communication 
with the Capitan aquifer. 

SO BILES 

513 

EXPLANATION 

KIL0HETER5 

—Capi tan aqui fer 

Highly diagrammatic ground

water flow vectors: 

1. Vector size indicates relative 
volume of ground-water flow. 

2. Orientation indicates direction 
of ground-w.iter movement. 

INOEX M A P 

C. Reg imen i n f l u e n c e d by b o t h c o m m u n i c a t i o n 
w i t h t h e Pecos R i v e r a t C a r l s b a d and 
tine e x p l o i t a t i o n o f g r o u n d - w a t e r and 
p e t r o l e u m r e s o u r c e s . 

FIGURE 9. DIAGRAMMATIC MAPS DEPICTING THE EVOLUTION OF GROUND WATER 
REGIMENS IN STRATA OF PERMIAN GUADALUPIAN AGE IN SOUTHEASTERN NEW 
MEXICO AND WESTERN TEXAS. 

Source: W. H i s s , 197A. 



TABLE 1. 

MAJOR SALT-WATER DISPOSAL WELLS WHICH OCCUR IN FRESH-WATER AREA OF 
LEA COUNTY, NEW MEXICO. 

Location = section, township (south), range (east). 

Coerator Location 
Injection 
Interval 

Barrels In
jected/month 

Cumulative 
In iection 

Rice 25-18-37 4446-4527 97,285 27,134,667 

Rice 29-18-38 4469-4522 228,627 43,096,101 

sice 30-18-39 5105-5188 31,951 4,967,482 

Rice 33-18-37 4500-4975 128,952 35,133,435 

Rice 15-19-38 4634-4826 242,138 47,027,165 

Rice 1-20-36 4300-4935 127,916 32,282,168 

Rice 5-20-37 4515-4920 173,066 40,706,962 

Rice 9-20-37 4396-4845 327,309 72,412,335 

Rice 20-20-37 4451-4939 98,937 29,012,203 

Rice 33-20-37 4500-5077 243,520 36,037,613 

Rice 21-21-36 298,109 29,174,043 

S 4 M Oil 5-18-39 5300-5854 17,390 646,793 

Conoco 23-20-37 4547-4700 Disconnected 615,979 

Truckers 6-21-36 4395-4435 25,170 1,086,652 

McCasland 31-21-36 32,343 1,944,331 

McCasland 6-22-36 3140-3295 32,343 1,805,883 

Conoco 5-23-36 3710-52 Disconnected 70,444 

Total injection = 2,105,056 Darrels per month (for Juiy 1980); 403,154,756 
barrels cumulative in these wells. This is 18.5% of all 1979 injection in 
southeastern New Mexico. 



TABLE 2. ECONOMIC TRADEOFFS FOR USE OF SAN ANDRES AQUIFER, HOBBS, N.M. 

•This ŝ --"~ry analysis is not intended to serve as 3' detailed cost-cenefit analysis. 
Est;T=:er costs were obtained from Herkennoff (1976) and from' interviews witn experts at 
CCD, City of Hobbs and elsewhere. Baseline data are on fil e at _se Wilson and 
Associates, Inc. 

A. D=:̂ ING WATER 

1. Hcoos, New Mexico has a projected population growth as follows (Herkennoff, 1976). 

(Census 1980/ 
1970 1980 Town Est. 1930) 2000' 2020. 2053 

26,025 31,100 (29,200/32,900- 49,833 59,325 87,301 
35,000) 

2. I f per capita water use remains at today's value (approximately 235 gallons per 
day), then in the year 2080 the annual demand for water would be aoprcximately 23,000 
acre- feet per year. For the 100-year period 1980-2080, cumulative demand is 
approximately 1.5 million acre-feet. 

3. The Ogallala Formation near and north of Hobbs contains abundant fresh water. Based 
on present amounts of recoverable water in storage (11,000 acre-feet cer square mile; 
Herkencff, 1976, p. 66) an area of 136 sq. miles would be needed to provide 1.5.million 
acre-feet. • • - • • 

4. The cost of developing the Ogallala supply (in today's dollars) is estimated at $75 
per acre-foot (Herkenhoff, 1976). Less than half this is for construction. 

5. An alternative water supply which has been considered for (and rejected by) Hobbs is 
the Eastern New Mexico Water Supply Project which would divert water from Ute Dam in 
east-central New Mexico. The most recent evaluations indicate a dollar cost in excess 
of $7C3/acre-foot for treated water available for storage and distribution within the 
City (Lloyd Calhoun, personal communication). The most optimistic estimate is that the 
project would supply less than 0/5 million acre-feet over its 50-year l i f e . 

6. The cost of San Andres water was roughly estimated assuming that there would be 6400 
acre-feet of water available per square mile (500-foot saturated thickness; 2% specific 
yield) and that quality would average about 9,000 mg/1 TDS. 8ased on Hiss (1975c) no 
more than half the wells in the Hobbs area would produce fresh water, so that the actual 
water supply would be no more than 3200 acre-feet per square mile. I f so, the costs for 
developing supply pipelines would be similar to those for tapping the Ogallala. I f we 



assume that existing wells could be purchased at minimal cost, .tnen the difference 
between Ogallala and" San Andres water is that the latter must be pumped from depths of 
il":Z feet and must be treated to remove dissolved solids.. (Although water is produced 

4,TO feet, artesian oressure produces a oiezometric surface at 1,500 feet below tne 
-._rf3te).) Pumping alone establisnes that the San Andres will oe more costly than 
':3li=l3 water. As a rouch estimate, the Dumoing cost is about SO.50 per thousand 
--lies (Note 1). Oesalinization would be aoout $2.25/tnousand gallons based on 
~-i~3:ss made for Alamogordo and £1 Paso (see note 2). The total cost of pumping and 
treatment would be aoout $900 oer acre-foot. Transmission ana storage costs would 
trocsoiy be similar to the same costs for the Ogallala, $25,000,000. This would add 
315-20/Ar, a fraction of the pumping and treatment expense. Note that while San Andres 
*=c=r is much more exoensive than Ogallala water, i t is of the same order of magnitude 
ss Ute Reservoir water. 

r. INJECTION 

i. To minimize the estimated value of the San Andres as an injection zone, we assume 
tnat energy production w i l l not be affected by a change in disposal practices. The 
value of injection equals any increased costs which must be borne i f disoosal practices 
are changed. A simple estimate can be made by assuming that the annual increase in 
costs is approximately equal to the costs associated with changing disoosal practices at 
t^e 15 existing wells listed in Table 1. That, is, assume that these wells are the key 
to disposal over the next 20 years and estimate the increased costs which occur because 
cf UIC regulations; then assume that although different wells may be involved 
thereafter, the annual dollar costs w i l l be similar through the year 2030. 

?. In order to dispose of 2 million barrels (42 gallons/barrel) of orine each month at 
tne existing wells, the water could be desalted prior to injection into the^fresh 
aquifers. Oesalinization costs of at least $2 oer thousand gallons are likely, so'that 
tne total cost would amount to $168,000 per month. Over a 20 year period this would 
tost.$40 million; over 100 years, $200 million. 

~. Following EPA guidance, each of the existing wells would not be expected to 
influence an area greater than 1/4 mile in radius. Thus, each well would influence at 
nost 0.2 square mile of the aquifer; at 3,200 acre-feet of fresh water per square mile 
tnis means that at most each well would damage 640 acre-feet of water containing several 
tnousand mg/1. Using the 20-year cost of treatment, the UIC regulations would impose a 
collar cost of $4,167 per acre-foot of fresh water protected. In reality, effects may 
occur over a much larger area, perhaps 1 square mile each; thus protection could extend 
to 3200 acre-feet of fresh water per well, at a cost of $835/sq. foot. 

•i. Instead of treatment i t would be possible to deepen each of the existing wells to 
inject into the Devonian, at a cost of $500,000 each. For the 15 wells this amounts to 
3 total cost of $7.5 million; discounted over a 20-year period the total cost would be 
about $0.7 million per year. This cost is less than the costs of treatment and results 
in the spending of about $1000/AF to protect the San Andres fresh water (assuming 1/4 
•nile effect). 



NOTES TO TA3LE 2. 

s 1. Assumes 23.4 horsepower per million caiions oer cay per 100 feet of l i f t ; 0.45 
-fiiiowatt hours oer 1000 gallons of l i f t per 100 feet; c£ per •"-wn. . 

Nrte 2. Treatment costs are as obtained for brine desalinization project in El Paso 
(Zz". '/ncrr,- Parkhill, Smith and Cooper, personal communication) and Alamogordo (Jce 
Pierre, EIO, personal communication). Note that desalinization oroauces brines which 
recjire safe disposal; costs of disposal are not included in this analysis. 



UNDERGROUND INJECTION CONTROL. PROGRAM FOR CLASS I I WELLS 
Memorandum of Agreement 

Between 
The State of New Mexico 

and 
The United States Environmental Protection Agency, 

Region 6 

I . General 

This Memorandum of Agreement(Agreement) establishes policies, r e s p o n s i b i l i t i e s , and 
procedures for the State of New Mexico Underground Injection Control Program for 
Class I I injection wells (State Program) as authorized by Part C of Section 1425 
of the Safe Drinking Water Act (Pub. L. 93-523, as amended) (SDWA or the Act). 

This Agreement i s entered into by the New Mexico O i l Conservation Division of the 
New Mexico Energy and Minerals Department and signed by Joe Ramey, Director of the 
O i l Conservation Division (the State) with the United States Environmental Protection 
Agency (EPA), Region 6 and signed by , EPA Regional 
Administrator (EPA or Regional Administrator). After i t i s signed by the State and 
the Regional Administrator, t h i s Agreement shall become effective the date the notice 
of State Program approval i s published i n the Federal Register. 

This Agreement may be modified upon the i n i t i a t i v e of the State or EPA. Modifications 
must be in wri t i n g and must be signed by the Director and the Regional Administrator. 
Modifications may be made by revision prior to the effective date of t h i s Agreement 
or after the effective date by consecutively numbered and dated addenda attached to 
th i s Agreement. 

This Agreement shall remain i n effect as long as the State has primary enforcement 
authority for the State Program. 

When the State has a f u l l y approved program, EPA w i l l not take enforcement actions 
without providing p r i o r notice to the State and otherwise complying with Section 1423 
of the SDWA. Nothing i n this Agreement shall r e s t r i c t EPA's authority to take Federal 
enforcement action under Section 1423 of the SDWA. 

The State shall administer the State Program i n accordance with the program submissions, 
the SDWA, and the applicable regulations. 

EPA shall promptly inform the State of the issuance, content, and meaning of Federal 
statutes, regulations, guidelines, standards, j u d i c i a l decisions, policy decisions, 
directives, and any other factors which might affect the State Program. 

The State shall promptly inform EPA of any proposed or pending modifications to laws, 
regulations, or guidelines, and any j u d i c i a l decisions or administrative actions which 
might affect the State Program and the State's authority to administer the program. 
The State shall promptly inform EPA of any resource allocation changes (for example, 
personnel, budget, equipment, etc.) which might affect the State's a b i l i t y to admin
i s t e r the program. 

Prior to the use of an alternative test (a test not l i s t e d in Section d.3. of the 
Program Description) for mechanical i n t e g r i t y , the State shall submit a written request 
to the Regional Administrator and shall obtain his/her written approval. No approval 
shall be required for the State to conduct experimental test programs at any time. 

MOA-1 



An underground source of d r i n k i n g water (USBW) s h a l l be defined as an a q u i f e r or 
p o r t i o n thereof which supplies water f o r human consumption, or i n which the ground 
water contains fewer than 10,000 mg/1 TDS!, and i s not an exempted a q u i f e r . An a q u i f e r 
or p o r t i o n thereof which would otherwise meet the d e f i n i t i o n of USDW and which i s not 
otherwise exempt f o r the intended purpose under terms of the State Program may be 
exempted from p r o t e c t i o n under t h i s program by the D i r e c t o r a f t e r p u b l i c n o t i c e and 
opportunity f o r p u b l i c hearing upon approval by the- Regional Administrator. An aqui
f e r or p o r t i o n thereof may be exempted i f i t does not c u r r e n t l y serve as a source 
of d r i n k i n g water and i t can not now and w i l l not i n the f u t u r e serve as a source of 
d r i n k i n g water because: 

1. I t i s mineral, hydrocarbon or geothermal energy producing; 

2. I t i s s i t u a t e d a t a depth or l o c a t i o n which makes recovery of water 
f o r d r i n k i n g water purposes economically or t e c h n o l o g i c a l l y imprac
t i c a l ; 

3. I t i s so contaminated t h a t i t would be economically or tec h n o l o g i 
c a l l y i m p r a c t i c a l t o render t h a t water f i t f o r human consumption •, 
or 

4. I t i s located over a Class I I I Well mining area subject t o subsi
dence or catastrophic collapse. 

A l l aquifer exemptions subsequent t o program approval s h a l l be subject t o p u b l i c hear
ing and t o approval by the Regional Administrator. 

I I . R e s p o n s i b i l i t i e s 

A. Sharing of Information on Class I I Operations. 

A l l i nformation and records obtained or used i n the administration, of the 
State Program, i n c l u d i n g a l l underground i n j e c t i o n c o n t r o l (UIC) permit 
f i l e s , s h a l l be avaiilable t o EPA or i t s authorized representative upon 
request without r e s t r i c t i o n . Any information obtained from the State by 
EPA which i s subject t o a claim of c o n f i d e n t i a l i t y s h a l l be t r e a t e d by 
EPA i n accordance w i t h EPA regulations governing c o n f i d e n t i a l i t y (40 CFR 
Part 2 ) . 

EPA s h a l l f u r n i s h t o the State the information i n i t s f i l e s which the 
State needs t o implement the State Program, subject t o EPA re g u l a t i o n s 
governing c o n f i d e n t i a l i t y (40 CFR Part 2) . 

The State s h a l l retain'records used i n the a d m i n i s t r a t i o n of the program 
f o r 5 years (the cur r e n t year plus four) unless an enforcement a c t i o n i s 
pending. I n t h a t event, a l l records p e r t a i n i n g t o such a c t i o n s h a l l be 
retained u n t i l such ac t i o n i s resolved.. 

B. State Reports on Class I I Operations. 

The State s h a l l submit t o the Regional Administrator a mid-year and an annual 
r e p o r t on the operation of the State Program. 
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The State shall submit to EPA-no later than 30 days after the f i r s t 6 months of the . 
f i s c a l year a mid-year report of the f i r s t 6 months. This report shall include a 
detailed description of the State's implementation of i t s program, suggested program 
changes, a description of a c t i v i t i e s by program element, including summaries of 
monitoring, surveillance and enforcement programs, an estimate of expenditures by 
program element, and an account of a l l UIC related complaints reviewed by the State 
and action taken. 

The State shall submit to EPA no later than 45 days after the end of the f i s c a l year 
an annual program report of the entire year with emphasis on the l a s t 6 months. This 
report shall include a detailed description of the State 1s implementation of i t s 
program, suggested program changes, a description of a c t i v i t i e s by program element, 
including summaries of monitoring, mechanical i n t e g r i t y testing and inspection, 
corrective action, surveillance and enforcement programs, an estimate of expendi
tures by program element, an account of a l l UIC related complaints reviewed by the 
State and action taken, and an updated inventory of active underground injection 
operations. 

The State shall submit a l l reports i n the format requested by EPA. Report formats 
shall normally be furnished to the State prior to the award of grant funds and any 
substantive changes shall have the concurrence of the State. 

C. Program Evaluation for Class I I Operations. 

EPA shall conduct an annual evaluation of the State Program using the State 
reports and requested information to determine State Program consistency with 
the program submission, the SDWA, the applicable regulations, and applicable 
guidance and policies. The evaluation w i l l include a review of financial 
expenditures. 

EPA shall submit a dr a f t of the program evaluation to the State for t h e i r 
review and comment within 15 working days after the submission of the 
annual program report. The State shall have 15 working days to submit 
comments on the draft evaluation to EPA. EPA shall make recommendations to 
the State based on the program evaluation. 

EPA may conduct a second evaluation during the year at t h e i r discretion. 

D. Compliance Monitoring and Enforcement for Class I I Operations. 

The State shall enforce the State Program in accordance with the enforcement 
procedures outlined i n the program submission. The State shall take timely 
and appropriate enforcement actions against any person in v i o l a t i o n of any 
State Program requirement. Situations endangering human health w i l l receive 
immediate and paramount attention. 

EPA shall conduct periodic site and a c t i v i t y inspections on Class I I i n j e c t i o n 
operations. The Regional Administrator w i l l normally notify the State at least 
7 days before any such inspection and allow opportunity for the State to accompany 
EPA on any such inspection. 
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OIL CONSERVATION DIVISION 

\ / 

Joe.D. Ramey, Director Date 

1SNVIRONMENTAL PROTECTION AGENCY, Region 6 

Date 
Regional Administrator 
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UNDERGROUND INJECTION CONTROL PROGRAM FOR CLASS I I WELLS 
Memorandum of Agreement 

Between 
The State of New Mexico 

and 
The United States Environmental P r o t e c t i o n Agency, 

Region 6 

ADDENDUM NO. 1 

That w e l l s used f o r dis p o s a l of waters brought to the surface i n 
connection w i t h o i l or n a t u r a l gas p r o d u c t i o n , when such waters 
are recovered at gas p l a n t s , w i l l be regulated ( p e r m i t t e d , 
reviewed, inspected, e t c . ) i n the same manner as any such w e l l 
on an i n d i v i d u a l lease or i n a community disposal system. 

That such w e l l s w i l l also be so regulated when said produced 
water i s commingled w i t h waste waters from any such gas p l a n t 
where such p l a n t i s an i n t e g r a l p a r t of production operations 
provided t h a t the waters are not c l a s s i f i e d as a hazardous waste 
at the time of i n j e c t i o n . 

Qil^Conservation D i v i s i o n 

June 10, 1982 
Date 

Environmental Protection Agency, Region 6 

Regional A d m i n i s t r a t o r 



UNDERGROUND INJECTION CONTROL PROGRAM. FOR CLASS I I WELLS 
Memorandum of Agreement 

Between 
The State of New Mexico 

and 
The United States Environmental Protection Agency, 

Region 6 

ADDENDUM No. 2 ' 

Section II.B. shall be edited as follows. Deletions are lined through 
and additions are underlined (underlined). 

B. State Reports on Class I I Operations. 

The State shall submit to the Regional Administrator a mid-year and 
an annual report on the operation of the State Program. 

The State shall submit to EPA no Tatar than 30 days after tho f i r s t 
6 months of the fiscal year a mid-year report of the f i r s t 5 month3. 
This report shall include a detailed description of the State's 
implomontation of its program, suggested program changed a descrip
tion of activities by program element, including summaries of monitor 
ing, surveillance and enforcement programs, an estimate of oxpondi 
tures by program element, and an account of all UIG related' com 
plaints reviewed by the State and action takeni 

The State shall submit to EPA no later than 45 days after the end of 
the fiscal calendar year an annual program report of the entire year 
with emphasis on the last 6 months. This report shall include a 
detailed description of the State's implementation of its program, 
suggested program changes, a description of activities by program 
element, including summaries of monitoring, mechanical integrity 
testing and inspection, corrective action, surveillance and enforce
ment programs, an estima e of expenditures by program element, an 
account of all UIC related complaints reviewed by the State and 

v, action taken, and an updated inventory of active underground injec
tion operations. 
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The State shall submit all reports in the format requested by EPA. 
Report formats shall normally be furnished to the State prior to the 
award of grant funds and any substantive changes shall have the 
concurrence of the State. 

Date 

ISxcX Whittington, P.E. » Date 
\ Environmental Protection Agency, Region 6 

• 
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DEFINITIONS 

ADJUSTED ALLOTABLE s h a l l mean the allowable production a w e l l or p r o r a t i o n u n i t receives a f t e r a l l adjustments 

are made. 

ALLOCATED POOL i s one l n which the t o t a l o i l or n a t u r a l gas production i s r e s t r i c t e d and allocated to various 
wells therein i n accordance with p r o r a t i o n schedules. 

ALLOWABLE PRODUCTION s h a l l mean chat number of barrels of o i l or standard cubic feet of n a t u r a l gas authorized 
by the Division co be produced from an allocated pool. 

AQUIFER shal l mean a geological formation, group of formations, or a part of a formation that ia capable of y i e l d i n g 
a s i g n i f i c a n t amount of water to a well or spring. 

BACK ALLOWABLE s h a l l mean the autho r i z a t i o n f o r production of any shortage or underproduction r e s u l t i n g from 
pipeline prorationing. 

BARREL shall mean 42 United States Gallons measured at 60 degrees Fahrenheit and atmospheric pressure at the 
sea l e v e l . 

BARREL OF OIL sh a l l mean 42 United States Gallons of o i l , a f t e r deductions f o r the f u l l amount of basic sediment, 
water, and other im p u r i t i e s present, ascertained by c e n t r i f u g a l or other recognized and customary t e s t . 

BOTTOM HOLE OR SUBSURFACE PRESSURE s h a l l mean the gauge pressure i n pounds per square inch under conditions 
exi s t i n g at or near the producing horizon. 

BRADENHEAD GAS WELL s h a l l mean any w e l l producing gas through wellhead connections from a gas re s e r v o i r which 
has been successfully cased o f f from an underlying o i l or gas rese r v o i r . 

CARBON DIOXIDE GAS s h a l l mean noncombustlble gas composed c h i e f l y of carbon dioxide occurring n a t u r a l l y i n 
underground rocks. 

CASIKGHEAD GAS s h a l l mean any gas or vapor or both gas and vapor indigenous to and produced from a pool c l a s s i 
f i e d as an o i l pool by the Division. This also includes gas-cap gas produced from such an o i l pool. 

COMMISSION sh a l l mean the O i l Conservation Commission. 

CCCB-ION PURCHASER FOR NATURAL GAS s h a l l mean any person now or hereafter engaged i n purchasing from one or more 
producers gas produced from gas wells w i t h i n each common source of supply from which i t purchases. 

COMMON PURCHASER FOR OIL s h a l l mean every person now engaged or hereafter engaging i n the business of purchasing 
o i l to be transported through pipelines. 

COMMON SOURCE OF SUPPLY See Pool. 

CONDENSATE shall mean the l i q u i d recovered at the surface that r e s u l t s from condensation due to reduced pressure 
or temperature of petroleum hydrocarbons e x i s t i n g i n a gaseous phase i n the reservoir. 

CONTIGUOUS sh a l l mean acreage joined by more than one common point, that i s , the common boundary must be at 
least one side of a governmental quarter-quarter section. 

CONVENTIONAL COMPLETION s h a l l mean a w e l l completion i n which the production s t r i n g of casing has an outside 
diameter l n excess of 2.875 inches. 

CORRELATIVE RIGHTS s h a l l mean the opportunity afforded, as far as i t i s practicable to do so, to the owner 
of each property i n a pool co produce without waste h i s j u s t and equitable share of the o i l or gas, or boch, 
in the pool, being an amount, so far as can be p r a c t i c a l l y determined, and so far as can be pr a c t i c a b l y 
obtained without waste, s u b s t a n t i a l l y i n the proportion that the quantity of recoverable o i l or gas, or boch, 
under such property bears to the t o t a l recoverable o i l or gas, or both, i n the pool, and f o r such purpose 
to use his j u s t and equitable share of the reservoir energy. 

CUBIC FOOT OF GAS OR STANDARD CUBIC FOOT OF GAS, for the purpose of these rul e s , s h a l l mean that volume of 
gas contained i n one cubic toot or space and computed at a base pressure of 10 ounces per square inch above 
the average barometric pressure of 14.4 pounds per square inch (15.025 p s i a ) , at a standard base temperature 
of GO degrees Fahrenheit. 

DEEP POOL sh a l l mean a common source of supply which i s si t u a t e d 5000 feet or more below the surface. 

DEPTH BRACKET ALLOWABLE s h a l l mean the basic o i l allowable assigned to a pool and based on i t s depth, u n i t 
size, or special pool r u l e s , which, when m u l t i p l i e d by che market demand percentage factor i n e f f e c t , w i l l 
determine the top unit allowable for the pool. 

DIVISION shall mean the O i l Conservation D i v i s i o n of the New Mexico Energy and Minerals Department. 

EXEMPTED AQUIFER sh a l l mean an aquifer that does not currentl y serve as a source of dri n k i n g water, and which 
cannot now and w i l l not i n che foreseeable future serve as a source of drinking water because: 

(1) i t is hydrocarbon producing; (2) i t is situated at a depth or locat i o n which makes the recovery of water 
for drinking water purposes economically or technologically impractical; or, (3) i t is so contaiW.ced that 
i t would be economically or technologically impractical to render that water f i t f o r human consumption. 
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FIELD moans) the general area which la underlaid or appears to be underlaid by at least one pool; and f i e l d 
also includes the underground reservoir or reservoirs containing such crude petroleum o i l or n a t u r a l gas, 
or both. 'Hie words f i e l d and pool mean the same thing when only one underground reservoir i s invo l v e d ; 
however, f i e l d u n l i k e pool may r e l a t e to two or more pools. 

CAS LIFT s h a l l mean any method of l i f t i n g l i q u i d to the surface by i n j e c t i n g gas i n t o a w e l l from which o i l 
production i s obtained. 

GAS-OIL RATIO s h a l l mean the r a t i o of the casinghead gas produced i n standard cubic feet to the number of 
barrels of o i l concurrently produced during any stated period. 

GAS-OIL RATIO ADJUSTMENT s h a l l mean the reduction i n allowable of a high g a s - o i l r a t i o u n i t to conform w i t h 
the production permitted by the l i m i t i n g gas-oil r a t i o f o r that p a r t i c u l a r pool during a p a r t i c u l a r p r o r a t i o n 
period. 

GAS TRANSPORTATION FACILITY s h a l l mean a p i p e l i n e i n operation serving gas wells f o r the t r a n s p o r t a t i o n of 
natural gas, or some other device or equipment i n l i k e operation whereby n a t u r a l gas produced from gas 
wells connected therewith can be transported or used f o r consumption. 

GAS WELL s h a l l mean a w e l l producing gas or natural gas from a gas pool, or a w e l l w i t h a g a s - o i l r a t i o 
i n excess of 100,000 cubic feet of gas per b a r r e l of o i l producing from an o i l pool. 

HIGH GAS-OIL RATIO PRORATION UNIT s h a l l mean a u n i t w i t h at least one producing o i l w e l l w i t h a g a s - o i l r a t i o 
i n excess of the l i m i t i n g g a s - o i l r a t i o f o r the pool i n which the u n i t i s located. 

ILLEGAL GAS s h a l l mean n a t u r a l gas produced from a gas w e l l i n excess of the allowable determined.by the 
Division. 

ILLEGAL OIL s h a l l mean crude petroleum o i l produced i n excess of the allowable as f i x e d by the D i v i s i o n . 

ILLEGAL PRODUCT s h a l l mean any product of i l l e g a l gas or i l l e g a l o i l . 

INJECTION OR INPUT-WELL s h a l l mean any w e l l used for the i n j e c t i o n of a i r , gas, water, or other f l u i d s i n t o 
any underground stratum. 

LIMITING GAS-OIL RATIO s h a l l mean the gas-oil racio assigned by the D i v i s i o n to a p a r t i c u l a r o i l pool to l i m i t 
the volumes of casinghead gas which may be produced from the various o i l producing u n i t s w i t h i n t h a t 
p a r t i c u l a r pool. 

LOAD OIL i s any o i l or l i q u i d hydrocarbon which has been used i n remedial operation i n any o i l or gas w e l l . 

LOG OR WELL LOG s h a l l mean a systematic detailed and correct record of formations encountered i n the d r i l l i n g 
of a w e l l . 

MARGINAL UNIT s h a l l mean a p r o r a t i o n u n i t which i s incapable of producing top u n i t allowable f o r the pool 
i n which i t i s located. 

MARKET DEMAKD PERCENTAGE FACTOR s h a l l mean that percentage factor of 100 percent or less as determined by the 
Division at an o i l allowable hearing, which, when m u l t i p l i e d by the depth bracket allowable a p p l i c a b l e to 
each pool, w a l l determine the top u n i t allowable for that pool. 

MINIMUM ALLOWABLE s h a l l mean the minimum amount of production from an o i l or gas w e l l which may be advisable 
from time to time to the end that production w i l l - repay reasonable l i f t i n g cost and thus prevent premature 
abandonment and r e s u l t i n g waste. 

MULTIPLE COMPLETION (COMBINATION) s h a l l mean a m u l t i p l e completion i n which two or more cooon sources of 
supply are produced through a combination of two or more conventional diameter casing s t r i n g s cemented i n 
a common well-bore, or a combination of s n a i l diameter and conventional diameter casing s t r i n g s of which 
might or might riot be a M u l t i p l e Completion (Conventional). 

MULTIPLE COMPLETION (CONVENTIONAL) s h a l l mean a completion i n which two or more common sources of supply are 
produced' through one or more s t r i n g s of tubing i n s t a l l e d w i t h i n a single casing s t r i n g , w i t h the production 
from each cocirjon source of supply completely segregated by means of packers. 

MULTIPLE COMPLETION (TUBINGLESS) s h a l l mean a completion i n which two or more common sources of supply are 
produced through an equal number of casing s t r i n g s cemented i n a common well-bore, each such s t r i n g of casing 
having an outside diameter of 2.875 inches or less, w i t h the production from each common source of supply 
completely segregated by use of cement. 

NATURAL GAS OR GAS s h a l l mean any combustible vapor composed c h i e f l y of hydrocarbons occurring n a t u r a l l y i n 
a pool c l a s s i f i e d by the Division aa a gas pool. 

NON-MARGINAL UNIT s h a l l mean a pror a t i o n u n i t which i s capable of producing cop u n i t allowable f o r the pool 
i n which i t i s located, and to which has been assigned a top u n i t allowable. 
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OFFICIAL CAS-OIL RATIO TEST shall mean the periodic g a s - o i l r a t i o te9t made by order of the Division by such 
method and means and in such manner as prescribed by Lhe D i v i s i o n . 

OIL, CRUDE OIL, OR CRUDE PETROLEUM OIL s h a l l mean any petroleum hydrocarbon produced from a w e l l i n the l i q u i d 
phase and which existed i n a l i q u i d phase i n the r e s e r v o i r . 

OIL WELL s h a l l mean any w e l l capable of producing o i l and which i s not a gas we l l as defined herein. 

OPERATOR s h a l l mean any person or persons who, duly authorized, l s l n charge of the development of a lease or 
the operation of a producing property, 

OVERACE OR OVERPRODUCTION s h a l l mean the amount of o i l or the amount of natural gas produced during a p r o r a t i o n 
period i n excess of the amount authorized on the p r o r a t i o n schedule. 

OWNER means the person who has the r i g h t to d r i l l i n t o and to produce from any pool, and to appropriate the 
production e i t h e r f o r himself or f o r himself and another, 

PEKALIZED UNIT s h a l l mean a pror a t i o n u n i t to which, because of an excessive gas-oil r a t i o , an allowable has 
been assigned which i s less than top u n i t allowable f o r the pool i n which i t i s located and also less than 
the a b i l i t y of the w e l l ( s ) on the u n i t to produce. 

PERSON means any natural person, corporation, association, partnership, receiver, trustee, guardian, executor, 
administrator and fi d u c i a r y of any kind. 

POOL means any underground reservoir containing a common accumulation of crude petroleum o i l or na t u r a l gas or 
both. Each zone of a general s t r u c t u r e , which zone i s completely separated fi'om any other zone i n the s t r u c t u r e , 
i s covered by the word "pool" as used herein. "Pool" i s synonymous wi t h "common source of supply" and wi t h 
"comnon r e s e r v o i r . " 

POTENTIAL s h a l l mean the properly determined capacity of a w e l l to produce o i l , or gas, or boch, under conditions 
prescribed by the Division. 

PRESSURE MAINTENANCE s h a l l mean the i n j e c t i o n of gas or other f l u i d i n t o a reservoir, e i t h e r to maintain the 
e x i s t i n g pressure i n such reservoir or to retard the n a t u r a l decline i n the reservoir pressure. 

PRODUCER s h a l l mean the owner of a w e l l or wells capable of producing o i l or natural gas or both i n paying 
q u a n t i t i e s . 

PRODUCT means any commodity or thing made or manufactured from crude petroleum o i l or nat u r a l gas, and a l l 
derivatives of crude petroleum o i l or na t u r a l gas, i n c l u d i n g refined crude o i l , crude cops, topped crude, 
processed crude petroleum, residue from crude pecroleura, cracking stock, uncracked fu e l o i l , treated crude 
o i l , f u e l o i l , residuum, gas o i l , naphtha, d i s t i l l a t e , gasoline, kerosene, benzine, wash o i l , l u b r i c a t i n g o i l , 
and blends or mixtures of crude petroleum o i l or n a t u r a l gas or any de r i v a t i v e thereof. 

PRORATION DAY s h a l l consist of 24 consecutive hours which s h a l l begin at 7 a.m. and end at 7 a.m. on the f o l l o w i n g 
day. 

PRORATION MONTH sh a l l mean tlie calendar month which s h a l l begin at 7 a.m. on the f i r s t day of such month and end 
at 7 a.m. nn the f i r s t day of the next succeeding month. 

PRORATION PERIOD s h a l l mean for o i l the p r o r a t i o n month and fo r gas the twelve-month period which s h a l l begin 
at 7 a.m. January 1 of each year and end ac 7 a.m. on January 1 of the succeeding year. 

PRORATION SCHEDULE shall mean the order of the D i v i s i o n a u t h o r i z i n g the production, purchase, and t r a n s p o r t a t i o n 
of o i l , casinghead gas, and natural gas from the various u n i t s of o i l or of natural gas i n allocated pools. 

RECOMPLETE s h a l l mean the subsequent completion of a w e l l i n a d i f f e r e n t pool from the pool i n which i t was 
o r i g i n a l l y cor.pleted. 

SECONDARY RECOVERY shall mean a method of recovering q u a n t i t i e s of o i l or gas from a reservoir which q u a n t i t i e s 
would not be recoverable by ordinary primary depletion methods. 

SHALLOW POOL s h a l l mean a pool which has a depth range from 0 to 5000 feet. 

SHORTACE OR UNDERPRODUCTION s h a l l mean the amout of o i l or the amount of natural gas during a pror a t i o n period 
by which a given pr o r a t i o n u n i t f a i l e d to produce an anount equal to that authorized i n the proration schedule. 

SHUT-IN PrxSSURE sh.lll mean the gauge pressure noted at the wellhead when the w e l l i s completely shut i n , 
not to be confused w i t h bottom hole pressure. 
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TANK DOTTOMS s h a l l mean that: accumulation of hydrocarbon material and other substances which s e t t l e s n a t u r a l l y 
below crude o i l ln tanks and receptacles that arc used i n handling and s t o r i n g of crude . o i l , and which 
accumulation contains i n excess of two (27.) percent of basic sediment and water; provided, however, chat 
w i t l i respect to lease production and for lease storage tanks, a tank bottom s h a l l be l i m i t e d to that volume 
of the tank i n which i t i s contained that l i e s below the bottom of the p i p e l i n e o u t l e t thereto. 

TEMPORARY ABANDONMENT s h a l l mean a state or period of suspended operations during which continuous d r i l l i n g , 
production, i n j e c t i o n , storage, or work-over operations have not taken place. Such period s h a l l be 60 days 
for d r i l l i n g wells and s i x months f o r a l l other classes of wells. 

TOP UNIT ALLOWABLE FOR GAS s h a l l mean the maximum number of cubic feet of na t u r a l gas, f o r the proracion 
period, allocated to a gas producing u n i t i n an allocated gas pool. 

TOP UNIT ALLOWABLE FOR OIL s h a l l mean the maximum number of barrels f o r o i l d a i l y f o r each calendar month 
allocated on a pro r a t i o n u n i t basis i n a pool to non-marginal u n i t s . The top u n i t allowable for a pool s h a l l 
be determined by m u l t i p l y i n g the applicable depth bracket allowable by the market demand percentage f a c t o r i n 
e f f e c t . 

TREATING PLAN s h a l l mean any plant constructed for the purpose of wholly or p a r t i a l l y or being used wholly or 
p a r t i a l l y for reclaiming, t r e a t i n g , processing, or i n any manner making tank bottoms or any other waste o i l 
marketable, 

TUBINGLESS COMPLETION s h a l l mean a w e l l completion i n which the production s t r i n g of casing has an outside 
diameter of 2.875 inches or less. 

UNDERGROUND SOURCE OF DRINKING WATER s h a l l mean an aquifer which supplies water f o r human consumption or 
which contains ground water having a t o t a l dissolved solids concentration of 10,000 mg/1 or less and which 
is not an exempted aquifer. 

UNIT OF PRORATION FOR GAS s h a l l consist of such multiples of AO acres as may be prescribed by special pool 
rules issued by the D i v i s i o n . 

UNIT OF PRORATION FOR OIL s h a l l consist of one 40-acre t r a c t or such multiples of 40-acre t r a c t s as may be 
prescribed by special pool rules issued by the Division. 

UNORTHODOX WELL LOCATION s h a l l mean a lo c a t i o n which does not conform to the spacing requirements established 
by the rules and regulations of the Division. 

WASTE, i n addition to i t s ordinary meaning, s h a l l include: 

Ca) Underground Waste as: those words are generally understood i n the o i l and gas business, and 
i n any event to embrace the i n e f f i c i e n t , excessive, or improper use or d i s s i p a t i o n of tlie 
reservoir energy, i n c l u d i n g gas energy and water dr i v e , or any pool, and the l o c a t i n g , spacing, 
d r i l l i n g , equipping, operating, or producing, of any w e l l or wells i n a manner to reduce or 
tend to reduce the t o t a l quantity of crude petroleum o i l or natural gas u l t i m a t e l y recovered 
from any pool, and the use of i n e f f i c e n t underground storage of n a t u r a l gas. 

(b) Surface Waste as those words are generally understood i n the o i l and gas business, and i n any 
event to embrace the unnecessary or excessive surface loss or dest r u c t i o n without b e n e f i c i a l use, 
however caused, of n a t u r a l gas of any type or i n any form or crude petroleum o i l , or any pro
duct thereof, but i n c l u d i n g the loss or destruction, without b e n e f i c i a l use, r e s u l t i n g from 
evaporation, seepage, leakage, or f i r e , especially such loss or destruction i n c i d e n t to or 
r e s u l t i n g from the. manner of spacing, equipping, operating or producing, w e l l or w e l l s , or 
incident to or r e s u l t i n g from the use of i n e f f i c i e n t storage or from the production of crude 
petroleum o i l or n a t u r a l gas, i n excess of the reasonable market demand. 

(c) The production of crude petroleum o i l i n t h i s state i n excess of the reasonable market demand 
for such crude petroleum o i l . Such excess production causes or resu l t s i n waste which i s pro
h i b i t e d by the O i l and Gas Act. The words "reasonable market demand" as used herein w i t h 
respect to crude petroleum o i l , s h a l l be construed to mean the demand f o r such crude petroleum 
o i l , for reasonable current requirements for current consumption and use w i t h i n or outside 
of the sta t e , together w i t h the demand for such amounts as are reasonably necessary for 
b u i l d i n g up or maintaining reasonable storage: reserves of crude petroleum o i l or the products 
thereof, or both such crude petroleum o i l and products. 

Cd) The non-ratable purchase or taking of crude petroleum o i l i n t h i s s t a t e . Such non-ratable taking 
and purchasing causes or re s u l t s i n waste, as defined i n the subsections ( a ) , (b) , (c) of t h i s 
section and causes waste by v i o l a t i n g Section 65-3-13 of the O i l and Gas Act. 

Ce) The production i n t h i s state of natural gas from any gas w e l l or w e l l s , or from any gas pool, 
in excess of the reasonable market demand from such source for n a t u r a l gas of the type produced , 
or i n excess of the capacity of gas transportation f a c i l i t i e s for such type of n a t u r a l gas. 
The words "reasonable market demand," as used herein with respect to n a t u r a l gas, s h a l l be 
construed to mean tlie demand Cor natural gas for reasonable current requirements, for current 
consumption and f o r use w i t h i n or outside the: s t a t e , together w i t h the demand for such amounts 
as arc necessary f o r b u i l d i n g up or maintaining reasonable storage reserves of na t u r a l gas 
or products thereof, or both such natural c a s 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 O i l 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 cor r e l a t i v e rights of a l l owners of crude o i l and natural 
gas. Special rules, regulations and orders have been and w i l l be issued when required and s h a l l p r e v a i l as 
against General Rules, Regulations and Orders i f i n c o n f l i c t therewith. However, whenever these General 
Rules do not c o n f l i c t with special rules heretofore or hereafter adopted, these General Rules s h a l l 
apply. 

Cb) The Division may grant exceptions to these rules a f t e r notice and hearing, when the granting of 
such exceptions w i l l not r e s u l t i n waste but w i l l protect c o r r e l a t i v e rights or prevent undue hardship. 

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

The Di v i s i o n , i t s agents, representatives and employees are charged with the duty and o b l i g a t i o n of 
enforcing a l l rules and statutes of the State of New Mexico r e l a t i n g to the conservation of o i l and gas. 
However, i t s h a l l be the r e s p o n s i b i l i t y of a l l the owners or operators to obtain information pertaining to 
the regulation of o i l and gas before operations have begun. 

RULE 3. WASTE PROHIBITED 

(a) The production or handling of crude petroleum o i l or natural gas of any type or i n any form, or the 
handling of products thereof, i n such a manner or under such conditions or i n such amount as tc constitute 
or r e s u l t i n waste i s hereby prohibited. 

Cb) A l l operators, contractors, d r i l l e r s , c a r r i e r s , gas-distributors, service companies, r i p e p u l l i n g 
and salvaging contractors, or other persons sha l l at a l l times conduct t h e i r operations i n the d r i l l i n g , 
equipping, operating, producing, plugging and abandonment of o i l and gas wells i n a manner that w i l l prevent 
waste of o i l and gas, and s h a l l not wastefully u t i l i z e o i l or gas, or allow e i t h e r co leak or escape from a 
natural reservoir, or from wells, tanks, containers, pipe or other storage, conduit or op e r a t i c : equipment. 

RULE 4. UNITED STATES GOVERNMENT LEASES 

The Division recognizes that a l l persons d r i l l i n g on United States Government land s h a l l crr.ply with the 
United States government regulations. Such persons sha l l also comply w i t l i a l l applicable State rules and re
gulations which are not i n c o n f l i c t therewith. Copies of "Application for Permit to D r i l l , Deeren or Plug 
Back," (USGS Form No. 9-331C) , "Sundry Notices and Reports on Wells," (USGS Form No. 3-331), ar.k "Well 
Completion or Recompletion Report and Log," (USGS Form No. 9-330), for wells on U.S. Government land s h a l l be 
furnished by the Division. 

RULE 5. CLASSIFYING AMD DEFINING POOLS 

The Division w i l l determine whether a pa r t i c u l a r well or pool i s a gas or o i l w e l l , or a gas or o i l pool, 
as the case may be, and from time to time c l a s s i f y and recl a s s i f y wells and name pools accordingly, and w i l l 
determine the l i m i t s of any pool or pools producing crude petroleum o i l or natural gas and frotc t i n e to time 
redetermine such l i m i t s . 

RULE 6. FORMS UPON REQUEST 

Forms for w r i t t e n notices, request and reports required by the Division w i l l 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 in d i v i d u a l s , w i t h respect to special projects, services and studies r e l a t i n g to 
conservation of o i l and gas. 
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C - DRILLING 

RULE 101. FLUCGING BOND 

(a) Any person, f i r m , corporation, or association who has d r i l l e d or arquirod, i n d r i l l i n g , or proposes 
to d r i l l or acquire any o i l , gas, or service w e l l on p r i v a t e l y owned or state owned lands w i t h i n t h i s state 
s h a l l f u r n i s h to the Division, and obtain approval thereof, a surety bond running to the State of New Mexico, 
i n a form prescribed by che Divi s i o n , and conditioned that the w e l l be plugged and abandoned i n compliance 
wi t h the rules and regulations of the D i v i s i o n . Such bond may be a one-well plugging bond or a blanket 
plugging bond. A l l bonds s h a l l be executed by a responsible surety company authorized to do business i n the 
State of New Mexico. 

(b) Blanket plugging bonds s h a l l be i n the amount of f i f t y thousand d o l l a r s ($50,000) conditioned as 
above provided, covering a l l o i l , S a s. o r service wells d r i l l e d , acquired or operated i n t h i s state by the 
p r i n c i p a l on the bond. 

One-well plugging bonds s h a l l be i n the amounts stated below i n accordance wi t h the depth and l o c a t i o n 
of the w e l l : 

Chaves, Eddy, Lea, McKinley, Rio Ar r i b a , Roosevelt, Sandoval, and San Juan Counties, New Mexico: 

Projected Depth of Proposed Well or Actual Depth of E x i s t i n g 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 

A l l Other Counties i n the State: 

Projected Depth of Proposed Well or Actual Depth of E x i s t i n g Well Amount of Bond 

Less than 5,000 feet $ 7,500 
5,000 feet to 10,000 feet $10,000 
More than 10,000 feet $12,500 

Revised plans for an a c t i v e l y d r i l l i n g w e l l may be approved by the appropriate D i s t r i c t Office of the 
Division for d r i l l i n g as much as 500 feet deeper than the normal maximum depth allowed on the well's bond. Any 
we l l to be d r i l l e d more than 500 feet deeper than the normal depth bracket must be covered by a new bond i n 
the amount prescribed f o r the deeper depth bracket. 

The bond requirement for any i n t e n t i o n a l l y deviated w e l l s h a l l be determined by the well's measured depth, 
and not i t s true v e r t i c a l depth. 

(c) Any bond required by t h i s r u l e i s a plugging bond, not a d r i l l i n g bond, and s h a l l endure u n t i l any w e l l 
d r i l l e d 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 D i v i s i o n . 

(d) Transfer of a property does not of i t s e l f release a bond. In the event of trans f e r of ownership of a 
we l l , the appropriate form, C-103 or C-104, properly cxecuced, s h a l l be f i l e d w i t h the D i s t r i c t Office of the-
Division i n accordance with Rule 1103 or Rule 1104 by the new owner of the w e l l . The D i s t r i c t O f f ice may 
approve the t r a n s f e r providing that a new one-well bond covering the w e l l , or a request that the w e l l be covered 
by the new owners' s blanket bond, has been approved by the Santa Fe o f f i c e of the D i v i s i o n . 

Upon approval of the bond and the Form C-103 or C-104, the tr a n s f e r o r i s released of plugging r e s p o n s i b i l i t y 
fo r the w e l l , and upon request, the o r i g i n a l bond w i l l be released. No blanket bond w i l l be released, however, 
u n t i l a l l wells covered by the bond have been plugged and abandoned or transferred i n accordance wi t h the 
provisions of t h i s rule. 

(e) A l l bonds s h a l l be f i l e d with the Santa Fe o f f i c e of the D i v i s i o n , and approval of such bonds, as w e l l 
as releases thereof, obtained from said o f f i c e . 

( f ) A l l bonds required by these rules s h a l l be conditioned for w e l l plugging and lo c a t i o n cleanup only, 
and not to secure payment for damages to li v e s t o c k , range, water, crops, tangible improvements, nor any 
other purpose. 

RULE 102. NOTICE OF INTENTION TO DRILL 

(a) P r i o r to the commencement of operations, notice s h a l l be delivered to the D i v i s i o n of i n t e n t i o n to 
d r i l l any w e l l for o i l or gas or for i n j e c t i o n purposes and approval obtained on Form C-101. 
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(b) No permit sh a l l be approved for the d r i l l i n g of any w e l l w i t h i n the corporate l i m i t s of any c i t y , 
town, or v i l l a g e of t h i s state unless n o t i c e of i n t e n t i o n to d r i l l such w e l l has been given to the duly 
constituted governing body of such c i t y , COI.TI or v i l l a g e or i t s duly authorized agent. Evidence of such 
n o t i f i c a t i o n s h a l l accompany the a p p l i c a t i o n f o r a permit to d r i l l (Form C-101). 

RULE 103. SIGH ON WELLS 

A l l wells subject to these regulations, including d r i l l i n g , production, and i n j e c t i o n w e l l s , s h a l l be 
i d e n t i f i e d by a sign, posted on the d e r r i c k or not more than 20 feet from such w e l l , and such sign s h a l l be 
of durable construction and the l e t t e r i n g thereon s h a l l be kept i n l e g i b l e cond i t i on and sh a l l be large 
enough to be l e g i b l e under normal conditions at a distance of 50 feet . The wells on each lease or property 
s h a l l be numbered i n non-repetitive, l o g i c a l and d i s t i n c t i v e sequence. Each sign s h a l l show che number of 
the w e l l , the name of the lease (which s h a l l be d i f f e r e n t or d i s t i n c t i v e for each lease), the name of the 
leasee, owner or operator, and the lo c a t i o n by quarter section, township and range. The l o c a t i o n , f o r each 
sign posted a f t e r March I , 1968, s h a l l i n d i c a t e the quarter-quarter section, township, and range. 

RULE 104. TOLL SPACING: ACREAGE REQUIREMENTS FOR DRILLING TRACTS 

A. CLASSIFICATION OF WELLS: WILDCAT WELLS AND DEVELOPMENT WELLS 

Any w e l l which i s to be d r i l l e d a distance of one mile or more from (1) the outerbpundary of any 
defined pool which has produced o i l or gas from the formation to which the w e l l i s projected, and (2) any 
other well which has produced o i l or gas from the formation to which the proposed well i s p r o j e c t e d , s h a l l 
be c l a s s i f i e d as a wildcat w e l l . 

Any w e l l which i s not a wildcat w e l l as defined above s h a l l be c l a s s i f i e d as a development w e l l f o r 
the nearest pool which has produced o i l or gas froai the formation to which the well is projected. Any such 
development w e l l s h a l l be spaced, d r i l l e d , operated, and produced i n accordance w i t h the rules and regulations 
i n e f f e c t i n such nearest pool, provided the w e l l i s completed i n the formation to which i t was projected. 

Any w e l l c l a s s i f i e d as a development w e l l for a given pool but which i s completed i n a producing horizon 
not included i n the v e r t i c a l l i m i t s of said pool s h a l l be operated and produced i n accordance w i t h the rules 
and regulations i n e f f e c t i n the nearest pool w i t h i n one mile which i s producing from that horizon. I f there 
i s no designated pool for said producing horizon w i t h i n one mile, the w e l l s h a l l be r e - c l a s s i f i e d as a w i l d c a t 
w e l l . 

B. ACREAGE AND'WELL LOCATION REQUIREMENTS FOR WILDCATS 

I . . Lea, Chaves, Eddy and Roosevelt Counties 

Ca) Wildcat Gas Wells 

I n Lea, Chaves, Eddy and Roosevelt Counties, a wi l d c a t w e l l which i s projected as a gas w e l l 
to a formation and i n an area which, i n the opinion of the engineer or supervisor approving the a p p l i c a t i o n to 
d r i l l , may reasonably be presumed to be productive of gas rather than o i l s h a l l be located on a d r i l l i n g t r a c t 
consisting of 160 surface contiguous acres, more or less, s u b s t a n t i a l l y i n the form of a square which i s a 
quarter section, being a le g a l subdivision of the U.S. Public Land Surveys, and s h a l l be located not closer 
than 660 feet to any outer boundary of such t r a c t nor closer than 330 feet to any quarter-quarter section or 
subdivision inner boundary. 

Provided however, that any such wildcat gas w e l l which i s projected to the Wolfcamp or ol d e r 
formations s h a l l be located on a d r i l l i n g t r a c t consisting of 320 surface contiguous acres, more or le s s , 
comprising any two contiguous quarter sections of a single governmental section, being a le g a l s u b d i v i s i o n of 
the U.S. Public Land Surveys. Any such "deep" wildcat gas w e l l to which i s dedicated more than 160 acres 
s h a l l be located not closer than 660 feet to the nearest side boundary of the dedicated t r a c t nor closer than 
1980 feet to the nearest end boundary nor closer than 330 feet to any quarter-quarter section or su b d i v i s i o n 
inner boundary. (For tlie purpose of t h i s r u l e , "side" boundary i s defined as one of the outer boundaries 
running lengthwise to the t r a c t ' s greatest o v e r a l l dimensions; "end" boundary i s defined as one of the outer 
boundaries perpendicular to a side boundary and closing the t r a c t across i t least o v e r a l l dimension.) 

(b) Wildcat O i l Wells 

In Lea, Chaves, Eddy, and Roosevelt Counties, a wil d c a t w e l l which i s not a w i l d c a t gas w e l l 
as defined above s h a l l be located on a t r a c t consisting of approximately 40 surface contiguous a..res sub
s t a n t i a l l y i n the form of a square which i s a legal subdivision of the U.S. Public Land Surveys, or on a 
governmental quarter-quarter section or l o t , and s h a l l be located not closer than 330 feet to any boundary 
of such t r a c t . 

In the event gas production i s encountered i n a w e l l which was projected as an o i l w e l l and 
which i s located accordingly but does not conform to the above gas w e l l l o c a t i o n r u l e , i t s h a l l be necessary 
for the operator to bring the matter to a hearing before approval f o r the production of gas can be given. 
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I I . San Juan, Rio Arriba, and Sandoval Counties 

(a) Wildcat Gas Wells 

In San Juan, Rio Arriba, and Sandoval Counties, a wildcat w e l l which i s projected to a gas-
producing horizon sh a l l be located on a designated d r i l l i n g t r a c t consisting of 160 surface contiguous acres, 
more or less, substantially i n the form of a square which i s a quarter section, being a legal subdivision 
of the U.S. Public Land Surveys, and s h a l l be located not closer than 790 feet co any outer boundary of the 
t r a c t nor closer than 130 feet to any quarter-quarter section or subdivision inner boundary. 

In the event o i l production i s encountered i n a well which was projected to a gas-producing 
horizon and which i s located accordingly but does not conform to the o i l well location rule below, i t s h a l l 
be necessary for the operator to bring the matter to a hearing before approval for the production of o i l can 
be given. 

(b) Wildcat O i l Wells 

A wildcat well which i s projected to an oil-producing horizon as recognized by the Division 
s h a l l be located on a tr a c t consisting of approximately 40 surface contiguous acres su b s t a n t i a l l y i n the forr. 
of square which i s a legal subdivision of the U.S. Public Land Surveys, or on a governmental quarter-quarter 
section or l o t , and shall be located not closer than 330 feet to any boundary of such t r a c t . 

In the event gas production i s encountered i n a we l l which was projected to an oil-producing 
horizon and which i s located accordingly but does not conform to the above gas we l l location rules, i t sh a l l 
be necessary for the operator to bring the matter to a hearing before approval for the production of gas can 
be given. 

I I I . A l l counties except Lea, Chaves, Edddy, Roosevelt, San Juan, Rio Arriba, and Sandoval 

Any wildcat well i n any county other than Lea, Chaves, Eddy, Roosevelt, San Juan, Rio Arriba, and 
Sandoval s h a l l be located on a t r a c t consisting of approximately 40 surface contiguous acres substantially 
i n the form of a square which i s a legal subdivision of the U.S. Public Land Surveys, or on a governmental 
quarter-quarter section or l o t and s h a l l be located not closer than 330 feet to any boundary of such t r a c t . 

C. ACREAGE AND WELL LOCATION REQUIREHENTS FOR DEVELOPMENT WELLS 

I . O i l Wells, A l l Counties 

Unless otherwise provided i n special pool rules, each development w e l l for a defined o i l pool s h a l l 
be located on a tra c t consisting of approximately 40 surface contiguous acres s u b s t a n t i a l l y i n the forra of 
square v.'hieh i s a legal subdivision of the U.S. Public Land Surveys, or on a governmental quartet-quarter 
section or l o t , and shall be located not closer than 330 feet to any boundary of such t r a c t nor closer Chan 230 
feet to the nearest well d r i l l i n g to or capable of producing from the sane pool, provided however, only trac t s 
committed to active secondary recovery projects s h a l l be permitted more than four wells. 

I I . Gas Wells 

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

Unless otherwise provided i n special pool rules, each development well for a defined gas pool 
i n a formation younger than the Wolfcamp formation, or i n the Wolfcamp formation which was created and defined 
by the Division p r i o r to November 1, 1975, or i n a Pennsylvanian age or older formation which was created 
and defined by the Division p r i o r to June 1, 1964, s h a l l be located on a designated d r i l l i n g t r a c t consisting 
of 160 surface contiguous acres, more or less, s u b s t a n t i a l l y i n the form of a square which is a quarter section 
being a legal subdivision of che U.S. Public Land Surveys, and s h a l l be located not closer than 660 feet 
to any outer boundary of such t r a c t nor closer than 330 feet to any quarter-quarter section or subdivision 
inner boundary nor closer than 1320 feet co the nearest well d r i l l i n g to or capable of producing from che same 
pool. 

Unless otherwise provided i n the special pool rules, each development well for a defined gas 
pool i n the Wolfcamp formation which was created and defined by the Division a f t e r November 1, 1975, or of 
Pennsylvanian age or older which was created and defined by the Division a f t e r June 1, 1964, s h a l l be located 
on a designated d r i l l i n g t r a c t 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 well having more than 160 acres dedicated to i t s h a l l be located not closer than 
660 feet to the nearest side boundary of the dedicated t r a c t nor closer than 1980 feet to che nearest 
end boundary nor closer than 330 feet to any quarter-quarter section or subdivision inner boundary. (For 
the purpose of t h i s r u l e , "side" boundary and "end" boundary are as defined i n Section B 1(a) of thi s rule.) 
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(b) San Juan, .Rio Arriba, and Sandoval Counties 

Unless otherwise provided i n special pool rules, each development w e l l for a defined gas 
pool sh a l l be located on a designated d r i l l i n g t r a c t consisting of 160 surface contiguous acres, more or 
less, s u b s t a n t i a l l y i n the form of a square which is a quarter section, being a legal subdivision of the 
U.S. Public Land Surveys, and s h a l l be located not closer than 790 feet to any outer boundary of the t r a c t 
nor closer than 130 feet to any quarter-quarter section l i n e or subdivision inner boundary. 

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

Unless otherwise provided i n special pool rules, each development w e l l for a defined gas 
pool sh a l l be located on a designated d r i l l i n g t r a c t consisting of 160 surface contiguous acres, more or 
less, s u b s t a n t i a l l y i n the form of a square which i s a quarter section, being a legal subdivision of the 
U.S. Public Land Surveys, and sh a l l be located not closer than 660 feet to any outer boundary of such 
tra c t nor closer than 330 feet to any quarter-quarter section or subdivision inner boundary nor closer 
than 1320 feet to the nearest well d r i l l i n g to or capable of- producing from the same pool. 

D. ACREAGE ASSIGNMENT, COMPLETED WELLS 

I . Well Tests and Cl a s s i f i c a t i o n 

I t s h a l l be the r e s p o n s i b i l i t y of the operator of any wildcat gas well or development gas we l l 
to which more than 40 acres has been dedicated to conduct a p o t e n t i a l test w i t h i n 30 days following completion 
of the well and to f i l e the same with the.Division w i t h i n 10 days following completion of the t e s t s . (See 
Rule 401.) 

Date of completion for a gas well s h a l l be the date a Christmas tree i s i n s t a l l e d or 30 days 
following conclusion of active completion work on the w e l l , whichever date comes f i r s t . 

Upon making a determination that the w e l l should not properly be c l a s s i f i e d as a gas w e l l , the 
Division w i l l reduce the acreage dedicated to the w e l l . 

Failure of the operator to f i l e the aforesaid tests w i t h i n the•specified time w i l l also subject 
the well to such acreage reduction. 

I I . Non-Standard Units 

Any completed gas well which does not have the required amount of acreage dedicated to i t for 
the pool or formation i n which i t i s completed may not be produced u n t i l a standard u n i t for the w e l l has 
been formed and dedicated or u n t i l a non-standard u n i t has been approved. 

The Division Director may grant administrative approval to non-standard gas units without notice 
and hearing when an application has been f i l e d for a non-standard unit and the unorthodox size or shape of ' 
the unit i s necessitated by a v a r i a t i o n i n 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 u n i t consists of quarter-quarter sections or l o t s that are contiguous 
by a common bordering side. 

(b) The non-standard unit l i e s wholly w i t h i n a single governmental quarter section i f the 
wel l i s completed i n a pool or formation, for which 160 acres i s the standard u n i t 'size 
or wholly w i t h i n a single governmental h a l f section i f the w e l l i s completed i n a pool 
or formation for which 320 acres i s the standard unit size. 

(c) The applicant presents w r i t t e n consent i n the form of waivers from a l l o f f s e t operators 
and from a l l operators owning interests i n the quarter section ( f o r 160-acre pools or 
formations) or the half section (for 320-acres pools or formations) i n which the non
standard unit i s situated and which acreage i s not included i n said non-standard u n i t . 

(d) In l i e u of paragraph (c) of t h i s r u l e , the applicant may furnish proof of the fact that 
a l l of the aforesaid operators were n o t i f i e d by registered or c e r t i f i e d mail of his 
intent to form such non-standard u n i t . The Director may approve the a p p l i c a t i o n i f no 
such operator has entered an objection to the formation of such non-standard u n i t w i t h i n 
30 days a f t e r the Director has received the application. 

E. Form C-101, Application for Permit to D r i l l , Deepen, or Plug Back for any w e l l s h a l l designate the 
exact legal subdivision a l l o t t e d to the well and no Form C-101 w i l l be approved by the D i v i s i o n or any of i t s 
agents without such proper designation of acreage. 
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"K. The Division Director sha l l have au t h o r i t y to grant an exception t o the well l o c a t i o n requirements 
of Sections B and C above without notice and hearing when the necessity for such unorthodox l o c a t i o n i s based 
upon topographical conditions, the recompletion of a well previously d r i l l e d to another horizon, provided said 
well was d r i l l e d at an orthodox location for such o r i g i n a l horizon, or to permit the completion of an e f f i c i e n t 
production and i n j e c t i o n pattern w i t h i n a secondary recovery or pressure maintenance p r o j e c t , provided that 
any such unorthodox location w i t h i n such project i s no closer than 330 feet to the outer boundary of the lease 
or the u n i t i z e d area, nor closer than 10 feet to any quarter-quarter section l i n e or subdivision inner boundary. 

"Applications for administrative approval of unorthodox locations s h a l l be f i l e d i n t r i p l i c a t e and sh a l l 
be accompanied by p l a t s , showing the ownership of a l l leases o f f - s e t t i n g the proration or spacing u n i t f o r which 
the unorthodox location is sought, and also a l l wells completed thereon. I f the proposed unorthodox l o c a t i o n 
is based upon topography, the plat s h a l l also show and describe the exi s t e n t topographical conditions. I f the 
proposed unorthodox location is based upon completion of an e f f i c i e n t production and i n j e c t i o n p a t t e r n , the p l a t 
s h a l l also show the project outline i d e n t i f y i n g a l l producing and i n j e c t i o n wells therein, and the applicant 
s h a l l f u r t h e r include a statement s e t t i n g f o r t h the necessity for such l o c a t i o n . 

" A l l operators of proration or spacing u n i t s o f f s e t t i n g the u n i t f o r which the unorthodox l o c a t i o n i s 
sought s h a l l be n o t i f i e d of the appli c a t i o n by c e r t i f i e d or registered mail, and the a p p l i c a t i o n s h a l l state 
that such n o t i f i c a t i o n has been given. The Division Director may approve the unorthodox location upon receipt 
of waivers from a l l o f f s e t operators or i f no of f s e t operator has entered an objection to the unorthodox 
location w i t h i n 20 days a f t e r the Director has received the a p p l i c a t i o n . " 

G. Whenever an exception i s granted, the Div i s i o n may take such action as w i l l o f f s e t any advantage 
which the person securing the exception nay obtain over other producers by reason of the unorthodox l o c a t i o n . 

11. I f the d r i l l i n g t r a c t i s w i t h i n an allocated o i l pool or i s placed w i t h i n such allocated pool at any 
time a f t e r completion of the well and the d r i l l i n g t r a c t consists of less than 394 acres or more than 40^ 
acres, the top un i t allowable for such w e l l s h a l l be increased or decreased i n the proportion that the number 
of acres i n the d r i l l i n g t r a c t bears to 40, 

I . I f the d r i l l i n g t r a c t i s w i t h i n an allocated gas pool or i s subsequently placed w i t h i n an all o c a t e d 
gas pool, and the d r i l l i n g t r a c t consists of less than 158 acres or more than 162 acres i n 160-acre pools, or 
less than 316 acres or norc than 324 acres i n 320-acre pools, the top allowable for such well s h a l l be decreased 
or increased i n the proportion that the number of acres i n the d r i l l i n g t r a c t bears to a standard u n i t for the 
pool. 

J. I n computing acreage under H and I above, minor f r a c t i o n s of an acre s h a l l not be counted but h acres 
or more s h a l l count as 1 acre. 

K. The provisions of H and I above s h a l l apply only to wells completed a f t e r January 1, 1950. Nothing 
herein contained s h a l l a f f e c t i n any manner any well completed p r i o r to the e f f e c t i v e date of chis r u l e and 
no adjustments s h a l l be made i n the allov/able production f o r any such wells by reason of these r u l e s . 

L. In order to prevent waste the Di v i s i o n nay, a f t e r n o t i c e and hearing, f i x d i f f e r e n t spacing require
ments and require greater acreage f o r d r i l l i n g t r a c t s i n any defined o i l pool or in any defined gas poo] 
notwithstanding the provisions of B and C above. 

M. The Division may approve the pooling or communitization of f r a c t i o n a l l o t s of 20.49 acres or less w i t h 
another o i l p r o r a t i o n u n i t when: 

1. The units involved are contiguous; 

2. They are part of the same basic lease, carrying the same ro y a l t y i n t e r e s t ; and 

3. The ownership of the uni t s involved i s common. 

Appli c a t i o n to the Division for pooling s h a l l be accompanied by three (3) copies of a c e r t i f i e d p l a t 
showing the dimensions and acreage involved i n the pooling, the ownership of a l l leases and r o y a l t y i n t e r e s t s 
involved, and the location of any proposed w e l l s . 

Applicant s h a l l furnish a l l operators who d i r e c t l y and diagonally o f f s e t the units involved a copy 
of the a p p l i c a t i o n to the Division and s h a l l include w i t h his a p p l i c a t i o n a w r i t t e n statement that a l l o f f s e t 
operators have been properly n o t i f i e d . Offset operators s h a l l include only those operators who have o f f s e t 
properties w i t h i n the State of New Mexico. The Division s h a l l w a i t . a t least ten days before approving any such 
pooling, and s h a l l approve such pooling only i n the absence of ob j e c t i o n from any offset operator. In the 
event that an operator objects to the pooling, the D i v i s i o n s h a l l consider the matter only a f t e r proper 
notice and hearing. 

The Division may waive the ten-day waiting period requirement i f the applicant furnishes the Division 
w i t h the w r i t t e n consent to the pooling by a l l o f f s e t operators involved. 

The Division nay consider that the requirements of subparagraphs 2 and 3 of paragraph M of t h i s r ule 
have been f u l f i l l e d i f the applicant furnishes with each copy of each a p p l i c a t i o n to the Division a copy of 
executed pooling agreement cotr.munitizing the uni t s involved. 
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Each well d r i l l e d on any conmunitized t r a c t ;:hall be located l n the approximate geographical center of 
the combined units w i t h a tolerance of 150 feet for topographical conditions, but in any event s l i . i l ] not be 
located doner than 330 feet to the outer boundaries of the proposed p r o r a t i o n u n i t or communitized t r a c t . 

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

In order to assure a supply of proper material for mud-laden f l u i d to confine o i l , gas, or water to t h e i r 
native s t r a t a during Lhe d r i l l i n g of any w e l l , operators s h a l l provide before d r i l l i n g i s commenced on adequate 
piL f o r the accumulation of d r i l l c u t t i n g s . 

RULE 100. SEALING OFF STRATA 

(a) During the d r i l l i n g of any o i l w e l l , i n j e c t i o n well or any other service w e l l , a l l o i l , 
gas, and water s t r a t a above che producing and/or i n j e c t i o n horizon s h a l l be sealed or separated 
i n order to prevent t h e i r contents from passing i n t o other s t r a t a . 

(b) A l l fresh waters and waters of present or probable value f o r domestic, commercial, or stock 
purposes s h a l l be confined to t h e i r respective s t r a t a and shall' be adequately protected by methods approved by 
the Division. Special precautions by nethods s a t i s f a c t o r y to the D i v i s i o n s h a l l be taken i n d r i l l i n g and 
abandoning wells to guard against any loss of artesian vater from the s t r a t a i n which i t occurs, and the con
tamination of artesian water by objectionable water, o i l , or gas. 

(c) A l l water s h a l l be shut o f f and excluded from the various o i l and gas bearing s t r a t a which are 
penetrated. Water shut-offs s h a l l o r d i n a r i l y be made by cementing casing. 

RULE 107. - CASING AND TUBING REQUIREMENTS 

(a) Any w e l l d r i l l e d f o r o i l or natural gas; s h a l l be equipped, w i t h such surface and intermediate 
casing strings and cement as nay be necessary to e f f e c t i v e l y seal o f f and i s o l a t e a l l water-, o i l - , and gas-
bearing strata and other s t r a t a encountered i n the w e l l down to the casing poir.t. In ad d i t i o n t h e r e t o , any 
wel l completed for the production of o i l or natural gas s h a l l be equipped w i t h a s t r i n g of' properly cer.-.entac 
production casing at s u f f i c i e n t depth to ensure protection of a l l o i l - and gas-bearing s t r a t a encountered i n 
the w e l l , including the one(s) to be produced. 

S u f f i c i e n t cement s h a l l be used on surface-casing to f i l l the annular space behind the casing • 
to the top of the hole, provided however, that authorized f i e l d personnel of the D i v i s i o n nay, at t h e i r 
d i s c r e t i o n , allow exceptions to the foregoing requirement when known conditions i n a given area render 
compliance inpr a c t i c a b l e . 

A l l cementing s h a l l be by pump and plug method unless some other method i s expressly authorized 
by the Division. 

A l l cenenting s h a l l be .with conventional-type hard-setting cements to which such a d d i t i v e s 
(lighteners, d e n s i f l e r s , extenders, accelerators, retarders, etc.) have been added to s u i t conditions i n the 
w e l l . 

Authorized f i e l d personnel of the Division may, when conditions warrant, allow exceptions to the 
above paragraph and permit the use of oil-base casing packing material i n l i e u of hard-setting cements on 
intermediate and production casing s t r i n g s ; provided however, that'when such materials are used on the i n t e r 
mediate casing s t r i n g , conventional-type hard-setting cements s h a l l be placed throughout a l l o i l - and gas-
bearing zones and throughout at lea s t tlie lowermost 300 feet of, the intermediate casing s t r i n g . '.vhen such 
materials are used on che production casing s t r i n g , coverttional-type hard-setting cements s h a l l be placed 
throughout a l l o i l - and gas-bearing zones and s h a l l extend upward a minimum of 500 tee.c above Che uppermost 
perforation or, i n the case of an open-hole completion, 500 feet above the production casing shoe. 

A l l casing s t r i n g s s h a l l be tested and proved s a t i s f a c t o r y as provided i n paragraph (c) below. 
I 

(b) A f t e r cementing, but before commencing tests required i n paragraph (c) below, a l l casing s t r i n g s 
s h a l l stand cemented i n accordance w i t h Option 1 or 2 below. Regardless of which option i s taken, the 
casing s h a l l remain st a t i o n a r y and under pressure for at least eight hours a f t e r the cement has been placed. 
Casing s h a l l be "underpressure" i f so-e acceptable means of holding pressure i s used or i f one or more f l o a t 
valves are employed to hold the cement i n place. 

OPTION 1 

Allow a l l casing s t r i n g s to stand cemented a minimum of eighteen (18) hours p r i o r to commencing 
test s . Operators using t h i s option s h a l l report on Form C-103 the actual time the cenent was i n place before 
i n i t i a t i n g t e s t s . 
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OPTION 2 

(Hay be used i n the counties of San Juan, Rio Arriba, McKinley, Sandoval, Lea, Eddy, Chaves, 
and Roosevelt only.) Allow a l l casing strings to stand cemented u n t i l the cement has reached a compressive 
strength of at least 500 pounds per square inch i n the "zone of i n t e r e s t " before commencing tests, provided 
however, that no tests s h a l l be commenced u n t i l the cement has been i n place for at least eight (8) hours. 

The "zone of i n t e r e s t " for surface and intermediate casing strings s h a l l be the bottom 20 percent 
of the casing s t r i n g , but s h a l l be no more than 1C00 feet nor less than 300 feet of the bottom part of the 
casing unless the casing i s set at less than 300 feet. The "zone of i n t e r e s t " for production casing strings 
s h a l l include the i n t e r v a l or i n t e r v a l s where immediate completion i s contemplated. 

To determine that a minimum compressive strength of 500 pounds per square inch has been attained, 
operators s h a l l use the t y p i c a l performance data for the p a r t i c u l a r cement mix used i n the w e l l , at the 
minimum temperature indicated for the zone of in t e r e s t by Figure 107-A, Temperature Gradient Curves. Typical 
performance data used s h a l l be that data furnished by the cement manufacturer or by a competent materials 
testing agency, as determined i n accordance w i t h the l a t e s t e d i t i o n of API Code RP 10 B "Recommended Practice 
for Testing Oil-Weil Cements." 

— t FIB. 107-A 

TEMPERATURE GRADIENT ISO ^ = 1 
CURVES. NW a SE NEW MEXICO l. : 

0 I 2 5 4 5 6 7 8 S K > 

OEPTH, 1,000 FEET 

Figure 107-A 

Operators using the compressive strength c r i t e r i o n (Option 2) s h a l l report the following i n f o r 
mation on Form C-103: 

(1) Volume of cement s l u r r y (cu. f t . ) and brand name of cement and additives, percent additives 
used, and sequence of placement i f more than one type cement s l u r r y i s used. 

(2) Approximate temperature of cement s l u r r y when mixed. 

(3) Estimated minimum formation temperature i n zone of i n t e r e s t . 

(Jt) Estimate of cement strength at time of casing t e s t . 

C5) Actual time cement i n place pr i o r to s t a r t i n g t e s t . 

(c) A l l casing strings except conductor pipe s h a l l be tested a f t e r cementing and before commencing 
any other operations on the w e l l . Form C-103 s h a l l be f i l e d for each casing s t r i n g reporting the grade 
and weight of pipe used. In the case of combination strings u t i l i z i n g pipe of varied grades or weights, 
the footage of each grade and weight used s h a l l be reported. The results of the casing t e s t , including actual 
pressure held on pipe and the pressure drop observed s h a l l also be reported on the same Form C-103. 

(1) Casing strings i n wells d r i l l e d with rotary tools s h a l l be pressure tested. Minimum casing 
test pressure s h a l l be approximately one-third of the manufacturer's rated i n t e r n a l y i e l d pressure except 
that the test pressure s h a l l 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 s h a l l 
apply to the lowest pressure rated casing used. Test pressures s h a l l be applied for a period of 30 minutes. 
I f a drop of more than 10 percent of the test pressure should occur, the casing s h a l l be considered defective 
and corrective measures shal l be applied. 
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(2) Casing strings i n wells d r i l l e d with cable tools may be tested as outlined in sub-paragraph 
(c) (1) above, or by b a i l i n g the well dry i n which case the hole must remain s a t i s f a c t o r i l y dry for a period 
of at least one (1) hour before commencing any further operations on the w e l l . 

(d) Requirements for tubing of wells are as follows: 

(1) A l l flowing o i l wells equipped with casing larger i n size than 2 7/8-inch OD s h a l l be tubed. 

(2) A l l gas wells equipped with casing larger i n size than 2 7/8-inch OD s h a l l be tubed. 

(3) Tubing sha l l be set as near the bottom as p r a c t i c a l and tubing Perforations sha l l not be 
more than 250 feet above the top of the pay. 

(4) The Division Director may, upon proper appli c a t i o n , grant administrative exceptions to the 
provisions of sub-paragraphs (2) and (3) above, without notice and hearing, provided waste 
w i l l not be caused thereby. 

(e) The. Division's D i s t r i c t Supervisors or t h e i r representatives s h a l l have a u t h o r i t y to approve 
tubingless completions without the necessity of administrative approval or notice and hearing when the following 
conditions e x i s t : 

CD The w e l l i s to be completed w i t h a t o t a l depth of 5,000 feet or less, 

(2) The w e l l i s not a wildcat Cit i s not more than one mile from an e x i s t i n g w e l l producing 
from the same common source of supply to which i t i s projected). 

(3) No.known corrosive or pressure problems e x i s t which might make the tubingless method of 
completion undesirable, 

(4) The well w i l l not be a dual completion, 

C5) The tubing used as a substitute for casing w i l l - b e e i t h e r 2 3/8-inch OD or 2 7/8-inch OD. 

RULE 108. DEFECTIVE CASING OR CEMENTING 

In any w e l l that appears to have a defective casing program or f a u l t i l y cemented or corroded casing which 
w i l l permit or may create underground waste, the operator s h a l l proceed w i t h diligence to use the appropriate 
method and means to eliminate such hazard of underground waste. I f such hazard of waste cannot be eliminated, 
the well s h a l l be properly plugged and abandoned. 

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

(a) Blowout preventers s h a l l be i n s t a l l e d and maintained i n good working order on a l l d r i l l i n g rigs 
operating i n areas of known high pressures at or above the projected depth of the w e l l and i n a l l areas where 
pressures which w i l l be encountered are unknown, and on a l l workover rigs working on wells i n which high 
pressures are known to e x i s t . 

(b) Blowout preventers s h a l l be installed, and maintained i n good working order on a l l d r i l l i n g rigs 
and workover r i g s operating within the corporate l i m i t s of any c i t y , town, or v i l l a g e , or w i t h i n 1320 feet of 
a h a b i t a t i o n , school, or church, wherever located. 

(c) A l l operators, when f i l i n g Form C-101, Application for Permit to D r i l l , Deepen, or Plug Back, 
or Form C-103, Sundry Notices, for any operation requiring blowout prevention equipment i n accordance with 
Sections (a) and (b) above, shal l submit a proposed blowout prevention program f o r the w e l l . The program 
i s submitted may be modified by the D i s t r i c t Supervisor i f , i n his judgment, such modification i s necessary. 

RULE 110. PULLING OUTSIDE STRINGS OF CASING 

In p u l l i n g outside strings of casing from any o i l or gas w e l l , the space outside the casing l e f t i n the 
hole s h a l l be kept and l e f t f u l l of mud-laden f l u i d cr cement of adequate s p e c i f i c gravity to seal o f f a l l 
fresh and s a l t water strata and any s t r a t a bearing o i l or gas not producing. 

RULE 111, DEVIATION TESTS AtTO DIRECTIONAL DRILLING 

(a) Any w e l l which i s d r i l l e d or deepened with rotary tools s h a l l be tested at reasonably frequent 
i n t e r v a l s to determine the deviation from the v e r t i c a l . Such tests s h a l l be made at least once each 500 
feet or at the f i r s t b i t change succeeding 500 feet. A tabulation of a l l deviation tests run, sworn to 
and notarized, s h a l l be f i l e d with Form C-104, Request for Allowable and Authorization to Transport O i l and 
Natural Gas. When the deviation averages more than f i v e degrees i n any 500-foot i n t e r v a l , the Division 
Director may require that a d i r e c t i o n a l survey be run to establish the loc a t i o n of the producing i n t e r v a l ( s ) . 
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The Division Director, at the request of an offset operator, may require any operator to make a d i r e c t i o n a l 
survey of any w e l l . Said d i r e c t i o n a l survey and a l l associated costs s h a l l be at the expense of the requesting 
party and s h a l l be secured i n advance by a $5,000.00 indemnity bond posted with and approved by the Division. 
The requesting party nay designate che w e l l survey company, and said survey s h a l l be witnessed by the Division. 

(b) No well s h a l l be i n t e n t i o n a l l y deviated without special permission from the Division. 
Permission to deviace toward the v e r t i c a l to straighten a crooked hole, to deviate toward the v e r t i c a l or i n 
an indeterminate d i r e c t i o n to sidetrack junk i n the hole, or to d r i l l a r e l i e f well to c o n t r o l a blow-out 
s h a l l be obtained fro= the appropriate D i s t r i c t Office of the Division on Division Form C-103 with copies of 
said Form C-103 being furnished to a l l o f f s e t operators. Permission to deviate a we l l i n any other manner 
or for any other reason w i l l be granted only a f t e r notice and hearing. Upon request from the Division 
Director, any we l l which was deviated i n an indeterminate d i r e c t i o n or toward the v e r t i c a l s h a l l be 
d i r e c t i o n a l l y surveyed. In ad d i t i o n , a d i r e c t i o n a l survey of the entire w e l l bore must be made on any well 
which was deviated i n a predetermined d i r e c t i o n , except toward the v e r t i c a l . The D i s t r i c t Office of the 
Division s h a l l be n o t i f i e d of the approximate time a l l d i r e c t i o n a l surveys are to be conducted. A l l 
di r e c t i o n a l surveys run on any w e l l which was i n t e n t i o n a l l y deviated i n any manner for any reason must be 
f i l e d with the Division upon completion of the w e l l . The Division w i l l not assign an allowable to a well 
u n t i l the operator has submitted an a f f i d a v i t that a l l such d i r e c t i o n a l surveys have been f i l e d . 

RULE 112-A. MULTIPLE COMPLETIONS 

I . The multiple completion of any we l l may be permitted only by order of the Division a f t e r notice 
and hearing, except as hereinafter provided. Multiple completion of any w e l l without p r i o r approval by the 
Division s h a l l be solely at the operator's r i s k and s h a l l be no way commit the Division to subsequent approval 
thereof. 

I I . MULTIPLE COMPLETIONS (CONVENTIONAL) 

The Division Director s h a l l have the authority to grant an exception to the requirements of Rule 
112-A ( I ) and approve the f u a l or t r i p l e completion of a we l l to produce from more than one common source of 
supply without notice and hearing when appli c a t i o n for such approval has been f i l e d on Form C-107; and 

(a) The Division has previously authorized the similar multiple completion of a well i n the same 
common sources of supply as proposed, a f t e r notice and hearing; provided however, that i n Rio Arriba, San J:ian, 
Sandoval, and McKinley Counties, a proposed multiple completion may be approved i f the Division has previously 
authorized the similar multiple completion of a we l l i n the same formations as proposed, a f t e r notice and 
hearing; and 

Cb) The applicant proposes to u t i l i z e one of the mechanical i n s t a l l a t i o n s described below: 

(1) The we l l i s to be completed as a gas-gas dual or as a gas-gas-gas t r i p l e and the hydrocarbons 
from each of the zones can be safely and e f f i c i e n t l y produced through p a r a l l e l s t r i n g s of tubing or a combination 
of tubing stringCs) and the tubing-casing annulus. 

(2) The we l l i s to be completed as an o i l - o i l dual or as an O i l - o i l - o i l t r i p l e and the 
hydrocarbons from each of the zones can be safely and e f f i c i e n t l y produced through p a r a l l e l s t r i n g s of tubing. 

(3) The we l l i s to be completed as a combination o i l and gas multiple completion and the 
hydrocarbons from each o i l zone can be safely and e f f i c i e n t l y produced through p a r a l l e l s t r i n g s of tubing and 
the hydrocarbons from each gas zone can be safely and e f f i c i e n t l y produced through p a r a l l e l s t r i n g ( s ) of tubing or 
through a combination of tubing and the tubing-casing annulus; and 

Cc) A l l strings of tubing used for the production of o i l i n the proposed m u l t i p l e completion 
w i l l have a nominal inside diameter of not less than 1.670 inches nor greater than 2.50 inches; and 

Cd) The packer(s) used to segregate the separate zones of the multiple completion w i l l be production-
type packerCs) and shall e f f e c t i v e l y prevent communication between a l l producing zones. 

I I I . MULTIPLE COMPLETIONS (TUBINGLESS AND COMBINATION) 

The Division Director s h a l l 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 ap p l i c a t i o n has been 
f i l e d on Form C-107; and 

(a) Tlie Division has previously authorized the similar multiple completion of a w e l l i n the same 
common sources or supply as proposed, a f t e r notice and hearing; provided however, that i n Rio Arri b a , San Juan, 
Sandoval, and McKinley Counties, a proposed multiple completion may be approved i f the Division has previously 
authorized the similar multiple completion or a well i n the same formations a f t e r notice and hearing; and 
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(b) The applicant proposes Co employ one of the following methods of completion: 

(1) Multiple Completion (Tubingless) u t i l i z i n g two or more small diameter casing-strings 
(2.875 inches OD or l e s s ) , one to each common source of supply, a l l cemented i n a 
common well-bore. 

(2) Multiple Completion (Combination) u t i l i z i n g a combination of small diameter (2.875 
inches OD or less) and conventional diameter (greater than 2.875 inches) casing 
st r i n g s , a l l cemented i n a common well-bore. Provided however, that i f any conventional 
diameter casing i n said multiple completion i s used for the production of more than one 
common source of supply, the rules pertaining to M u l t i p l e Completions (Conventional) i n 
Rule 112-A ( I I ) above s h a l l also apply; and 

(c) Sufficient cement w i l l be used i n said multiple completion to extend throughout each pay and 
a minimum of 100 feet above; and 

(d) Centralizers and/or t u r b o l i z e r s w i l l be i n s t a l l e d on each j o i n t of casing throughout each 
pay and on a minimum of three j o i n t s above; and 

Ce) Directional perforating equipment w i l l be used i n pe r f o r a t i n g a l l i n t e r v a l s i n any casing 
s t r i n g i n said m u l t i p l e completion which i n t e r v a l s are i n 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 w i t h i n 
given common sources of supply and w i t h i n a given area i f , i n the opinion of the Division Director, circumstances 
warrant such modification. 

IV. ADMINISTRATIVE PROCEDURE 

Application for administrative approval of a multiple completion s h a l l be made i n QUADRUPLICATE, 
with two copies of the application to be mailed to the Division's Santa Fe Office, and two copies to che 
D i s t r i c t Office for the area i n which the w e l l is located. Application s h a l l be made on the Division Form 
C-107, Application for Multiple Completion, and s h a l l be accompanied by the following: 

(a) Diagrammatic Sketch of the M u l t i p l e Completion, showing a l l casing s t r i n g s , including 
diameters and s e t t i n g depths, centralizers and/or t u r b o l i z e r s and location thereof, quantities 
used and top of cement, perforated i n t e r v a l s , tubing s t r i n g s , including diameters and s e t t i n g 
depth, location of packers, side door chokes, and such other information as may be pertinent. 

Cb) Plat showing the loca t i o n of a l l wells on applicant's lease, a l l o f f s e t wells on o f f s e t leases, 
and the names and addresses of operators of a l l leases o f f s e t t i n g applicant's lease. 

Cc) Waivers consenting to such mu l t i p l e completion from each o f f s e t operator, or i n l i e u thereof 
evidence that said o f f s e t operators have been furnished copies of the application. 

Cd) E l e c t r i c a l log of the w e l l or other acceptable log with tops and bottoms of producing zones 
and intervals of pe r f o r a t i o n indicated thereon. ( I f such log i s not available at the time 
application i s f i l e d , i t s h a l l be submitted as hereinafter provided.) 

The Division Director may approve the multiple completion i f , a f t e r a period of 20 days following the 
f i l i n g of the application, no operator has f i l e d objection to the proposed multiple completion. 

V, Application for public hearing to authorize a multiple completion s h a l l be made i n TRIPLICATE 
to the Division's Santa Fe Office. Application s h a l l be made on the Division Forra C-107, Applicacion for 
Mu l t i p l e Completion, and sh a l l set f o r t h a l l material facts r e l a t i v e to the common sources of supply involved 
and the manner and method of completion proposed. Application s h a l l be accompanied by an e x h i b i t showing 
the location of a l l wells on applicant's lease and a l l offset wells on o f f s e t leases. 

VI.' A l l ' m u l t i p l e completions, whether approved a f t e r hearing or by administrative procedure, s h a l l 
be subject to the following rules: 

(a) Prior to actual multiple completion of a w e l l , operator s h a l l make adequate pressure tests 
of the casing to determine that no casing leaks e x i s t . Results of casing tests s h a l l be 
reported to the Division on Form C-103. 

Cb) The well s h a l l be completed and thereafter produced i n such a manner that there w i l l be no 
comingling of hydrocarbons from the separate s t r a t a . 

Cc) The operator s h a l l commence a segregation test and/or packer-leakage test not l a t e r than 
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seven (7) days a f t e r actual multiple completion of the w e l l . Segregation tests and/or packer-leakage tests 
s h a l l also be made any time the packer is disturbed and at such other i n t e r v a l s as the Division may prescribe. 
The Operator s h a l l also make a l l other tests and determinations deemed necessary by the Division. The Division 
s h a l l be n o t i f i e d of the time such tests are to be commenced and tests may be witnessed by the Division at i t s 
ele c t i o n . Representatives of of f s e t operators may witness such tests at t h e i r election and s h a l l advise the 
producer i n w r i t i n g i f they desire to be n o t i f i e d when such tests are to be conducted. Results of such tests 
s h a l l be f i l e d w i t h the Division w i t h i n f i f t e e n (15) days aft e r the completion of tests; provided, however, 
that in the event a segregation test or packer-leakage test indicates that there i s communication between the 
separate s t r a t a , the operator s h a l l immediately n o t i f y the Division and commence remedial action on the w e l l . 

(d) A packer s e t t i n g report s h a l l accompany the report of the i n i t i a l segregation test and packer-
leakage t e s t , i f applicable. 

• (e) The we l l s h a l l be so equipped that reservoir pressures may be determined f o r each of the 
separate s t r a t a and further be so equipped that meters may be i n s t a l l e d and the gas, o i l 
and gas, and o i l produced from each of the separate s t r a t a may be accurately measured, and 
the gas-oil r a t i o or the gas-liquid r a t i o thereof determined. 

( f ) Within 15 days a f t e r che completion of the w e l l , the operator sha l l furnish the Division with 
a diagrammatic sketch of the mechanical i n s t a l l a t i o n which was actually used i n completing 
the w e l l together with a report of the g r a v i t y , gas-oil r a t i o or gas-liquid r a t i o , and 
reservoir pressure for each of the separate zones, and the log of the w e l l i f the same has 
not been previously submitted. 

RULE 112-B. BRADENHEAD GAS WELLS 

Ca) The production of gas from a bradenhead gas we l l may be permitted only by order of the Division 
upon hearing, except as noted by the provisions of paragraph (c) of t h i s rule. 

Cb) The application for such hearings s h a l l be submitted i n t r i p l i c a t e and s h a l l include an 
exhibit showing the location of a l l wells on applicant's lease and a l l o f f s e t wells on o f f s e t leases, together 
w i t h a diagrammatic sketch showing the casing program, formation tops, estimated top of cement on each casing 
s t r i n g run and any other pertinent data, including d r i l l stem tes t s . 

(c) The Division Director s h a l l have authority to grant an exception to the requirements of 
paragraph (a) above without notice and hearing where application has been f i l e d i n due form, and when the 
lowermost producing zone involved i n the completion i s 3n o i l or gas producing zone wichin che defined l i m i t s 
of an o i l or gas pool and the producing zone to be produced chrough the bradenhead connection i s a gas producing 
zone w i t h i n the defined l i m i t s of a gas pool. 

Applicants s h a l l furnish a l l operators who offsec the lease upon which the subject well i s located a 
copy of the application to the Division, and applicant s h a l l include with his application a w r i t t e n s t i p u l a t i o n 
•that a l l o f f s e t operators have been properly n o t i f i e d . The Division Director s h a l l wait at least 10 days 
before approving the production of gas from the bradenhead gas w e l l , and s h a l l approve such production only i n 
the absence of objection from any o f f s e t operator. In the event an operator objects to the completion the 
Division Director s h a l l consider the matter only a f t e r proper notice and hearing. 

The Division may waive the 10-day waiting period requirement i f the applicant furnishes the Division with 
the w r i t t e n consent to the production of gas from the bradenhead connection by a l l o f f s e t operators involved. 

This r u l e s h a l l apply only to wells hereinafter completed as bradenhead gas wells. 

RULE 113. SHOOTING AND CHEMICAL TREATMENT OF WELLS 

I f i n j u r y r e s u l t s to the producing formation, casing or casing seat from shooting or t r e a t i n g a w e l l , 
the operator s h a l l proceed with diligence to use the appropriate method and means for r e c t i f y i n g such damage. 
I f shooting or chemical t r e a t i n g results i n irreparable i n j u r y to the w e l l the Division may require the operator 
to properly plug and abandon the w e l l . 

RULE 114. SAFETY REGULATIONS 

(a) A l l o i l wells s h a l l be cleaned in t o a p i t or tank, not less than 40 feet from the derrick 
f l o o r and 150 feet from any f i r e hazard. A l l flowing o i l wells must be produced through an o i l and gas 
separator of ample capacity and i n good working order. No bo i l e r or portable e l e c t r i c l i g h t i n g generator 
s h a l l be placed or remain nearer than 150 feet to any producing w e l l or o i l tanlc. Any rubbish or debris 
that might c o n s t i t u t e a f i r e hazard s h a l l be removed to a distance of at least 150 feet from the v i c i n i t y 
of wells and tanks. A l l waste s h a l l be burned or disposed of i n such manner as to avoid creating a f i r e hazard. 

Cb) When coming out of the hole with d r i l l pipe, d r i l l i n g f l u i d s h a l l be circ u l a t e d u n t i l equalized 
and subsequently d r i l l i n g f l u i d l e v e l shall be maintained at a height s u f f i c i e n t to control subsurface pressures. 
During course of d r i l l i n g blowout preventors sha l l be tested at least once each 24-hour period. 
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RULE 115. WELL AND LEASE EQUIPMENT 

Christmas tree f i t t i n g s or wellhead connections s h a l l be i n s t a l l e d and maintained i n f i r s t class 
condition so that a l l necessary pressure tests may easily be made on flowing wells. On o i l wells the 
Christmas tree f i t t i n g s s h a l l have a test pressure rating at least equivalent to the calculated or known 
pressure i n the reservoir from which production i s expected. On gas wells the Christmas tree f i t t i n g s s h a l l 
have a test pressure equivalent to at least 150 per cent of the calculated or known pressure i n the reservoir 
from which production i s expected. 

Valves s h a l l be i n s t a l l e d and maintained i n good working order to permit pressures to be obtained on 
both casing and Cubing. Each flowing well s h a l l be equipped to co n t r o l properly the flowing of each w e l l , 
and i n case of an o i l w e l l , s h a l l be produced into an o i l and gas separator of a type generally used i n 
the industry. 

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

The Division s h a l l be n o t i f i e d of any f i r e , break, leak, s p i l l , or blowout occurring at any i n j e c t i o n 
or disposal f a c i l i t y or at any o i l or gas d r i l l i n g , producing, transporting, or processing f a c i l i t y i n the 
State of New Mexico by the person operating or c o n t r o l l i n g such f a c i l i t y . 

" F a c i l i t y , " for the purpose of t h i s rule, s h a l l include any o i l or gas w e l l , any i n j e c t i o n or disposal 
w e l l , and any d r i l l i n g or workover w e l l ; any pipe l i n e through which crude o i l , condensate, casinghead or 
natural gas, or i n j e c t i o n or disposal f l u i d (gaseous or l i q u i d ) i s gathered, piped, or transported (in c l u d i n g 
f i e l d flow-lines and lead-lines but not including natural gas d i s t r i b u t i o n systems); any receiving tank, 
holding tank, or storage tank, or receiving and storing receptacle i n t o which crude o i l , condensate, i n j e c t i o n 
or disposal f l u i d , or casinghead or natural gas i s produced, received, or stored; any i n j e c t i o n or disposal 
pumping or compression s t a t i o n including related equipment; any processing or r e f i n i n g plane i n which crude 
o i l , condensate, or casinghead or natural gas is processed or refined; and any tank or d r i l l i n g p i t or slus'r. 
p i t associated with o i l or gas we l l or i n j e c t i o n or disposal w e l l d r i l l i n g operations or any tank, storage p i t , 
or pond associa.ted with o i l or gas production or 'processing operations or with i n j e c t i o n or disposal operations 
and containing hydrocarbons or hydrocarbon waste or residue, s a l t water, strong caustics or strong acids, 
or other deleterious chemicals or harmful contaminants. 

N o t i f i c a t i o n of such f i r e , break, leak, s p i l l , or blowout s h a l l be i n accordance with the provisions 
set f o r t h below: 

1. Well Blowouts. N o t i f i c a t i o n of well blowouts and/or f i r e s s h a l l be "immediate n o t i f i c a t i o n " 
described below. ("Well blowout" i s defined as being loss of co n t r o l over and subsequent eruption of any 
d r i l l i n g or workover w e l l , or the rupture of the casing, casinghead, or wellhead of any o i l or gas we l l or 
i n j e c t i o n or disposal w e l l , whether active or inactive, accompanied by the sudden emission of f l u i d s , gaseous 
or l i q u i d , from the well.) 

2. "Major" Breaks, S p i l l s , or Leaks. N o t i f i c a t i o n of breaks, s p i l l s , or leaks of 25 or more barrels 
of crude o i l or condensate, or 100 barrels or more of s a l t water, none of which reaches a watercourse or 
enters a stream or lake; breaks, s p i l l s , or leaks i n which one or -.ore barrels of crude o i l or condensate or 25 
barrels or more of s a l t water does reach a watercourse or enters a stream or lake; and breaks, s p i l l s , or 
leaks of hydrocarbons or hydrocarbon waste or residue, s a l t water, strong caustics or strong acids, gases, 
or other deleterious chemicals or harmful contaminants of any magnitude which may with reasonable p r o b a b i l i t y 
endanger human health or r e s u l t i n substantial damage to property, s h a l l be "immediate n o t i f i c a t i o n " described 
below. 

3. "Minor" -Breaks, S p i l l s , or Leaks. N o t i f i c a t i o n of breaks, s p i l l s , or leaks of 5 barrels or more 
but less than 25 barrels of crude o i l or condensate, or 25 barrels or more but less than 100 barrels of 
sa l t water, none of which reaches a watercourse or enters a stream or lake, s h a l l be "subsequent n o t i f i c a t i o n " 
described below. 

4. Gas Leaks and Gas Line Breaks. N o t i f i c a t i o n of gas leaks from any source or of gas pipe l i n e 
breaks i n which natural or casinghead gas of any quantity has escaped or i s escaping which may with reasonable 
p r o b a b i l i t y endanger human health, or result i n substantial damage co property sh a l l be "immediate n o t i f i c a t i o n " 
described below. N o t i f i c a t i o n of gas pipe l i n e breaks or leaks i n which the loss i s estimated to be 1000 
or more MCF of natural or casinghead gas but i n which there i s no danger to human health nor of substantial 
damage to property s h a l l be "subsequent n o t i f i c a t i o n " described below. 

5. Tank Fires. N o t i f i c a t i o n of f i r e s i n tanks or other receptacles caused by l i g h t n i n g or any other 
cause, i f the loss i s , or i t appears that the loss w i l l be, 25 or more barrels of crude o i l or condensate, 
or f i r e s which may with reasonable p r o b a b i l i t y endanger human health or result i n substantial damage to 
property, s h a l l be "immediate n o t i f i c a t i o n " as described below. I f the loss i s , or i t appears that the loss 
w i l l be at least 5 barrels but less than 25 barrels, n o t i f i c a t i o n s h a l l be "subsequent n o t i f i c a t i o n " 
described below. 

6" D r i l l i n g P i t s , Slush P i t s , and Storage Pits and Ponds. N o t i f i c a t i o n of breaks and s p i l l s from 
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any d r i l l i n g p i c , slush p i t , or storage p i t or pond i n 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 i n such quantity 
as may with reasonable p r o b a b i l i t y endanger human health or result i n substantial damage to such watercourse, 
stream, or lake, or the contents thereof, s h a l l be "immediate n o t i f i c a t i o n " as described below. N o t i f i c a t i o n 
of breaks or s p i l l s of such magnitude as to not endanger human health, cause substantial surface damage, 
or result i n substantial damage co any watercourse, stream, or lake, or the contents thereof, s h a l l be 
"subsequent n o t i f i c a t i o n " described below, provided however, no n o t i f i c a t i o n s h a l l be required where there 
i s no threat of any damage resulting from the break or s p i l l . 

IMMEDIATE NOTIFICATION. "Immediate N o t i f i c a t i o n " s h a l l be as soon as possible a f t e r discovery and 
sha l l be eit h e r i n person or by telephone to the d i s t r i c t o f f i c e of the Division d i s t r i c t i n which the 
incident occurs, or i f the incident occurs a f t e r normal business hours, to the D i s t r i c t Supervisor, the O i l 
and Gas Inspector, or the Deputy O i l and Gas Inspector. A complete w r i t t e n report ("Subsequent N o t i f i c a t i o n " ) 
of the incident s h a l l also be submitted i n duplicate to the appropriate d i s t r i c t o f f i c e of the Division w i t h i n 
ten days a f t e r discovery of the incident. 

SUBSEQUENT NOTIFICATION. "Subsequent N o t i f i c a t i o n " s h a l l be a complete w r i t t e n report of the incident 
and s h a l l be submitted i n duplicate to the d i s t r i c t o f f i c e of the Division d i s t r i c t i n which the incident 
occurred w i t h i n ten days a f t e r discovery of the incident. 

CONTENT OF NOTIFICATION• A l l reports of f i r e s , breaks, leaks, s p i l l s , or blowouts, whether verbal 
or w r i t t e n , s h a l l i d e n t i f y the location of the incident by quarter-quarter, section, township, and range, and 
by distance and d i r e c t i o n from the nearest town or prominent landmark so that the exact s i t e of the incident 
can be readily located on the ground. The report s h a l l specify the nature and quantity of the loss and also 
the general conditions prevailing i n the area, including p r e c i p i t a t i o n , temperature, and s o i l conditions. 
The report s h a l l also d e t a i l the measures that have been taken and are being taken to remedy the s i t u a t i o n 
reported. 

WATERCOURSE, for the purpose of t h i s r u l e , i s defined as any lake-bed or g u l l y , 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 REPORTS 

Within 20 days after the completion of a well d r i l l e d for o i l or gas, or the recompletion of a w e l l into 
a d i f f e r e n t common source of supply, a completion report s h a l l be f i l e d with the Division on Form C-105. 
For the purpose of t h i s r u l e , any hole d r i l l e d or cored below fresh water or which penetrates o i l or gas-
bearing formations or which is d r i l l e d by an "owner" as defined herein shall be presumed to be a well d r i l l e d 
for o i l or gas. 
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RULE 201. NOTICE 

D - ABANDONMENT AND PLUGGING OF WELLS 

Notice of i n t e n t i o n to plug must be f i l e d with the D i v i s i o n by the owner or h i s agent p r i o r to the 
commencement of plugging operations on Form C-103, Sundry Notices and Reports on Wells, which notice s h a l l 
state the name and l o c a t i o n of the w e l l and the name of the operator. I n 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 s h a l l , however, f i l e the regular n o t i f i c a t i o n 
form. 

RULE 202. PLUGGING AND ABANDONMENT 

A. PLUGGING 

Before any w e l l i s abandoned, i t s h a l l be plugged i n a manner which w i l l permanently confine a l l 
o i l , gas, and water i n the separate s t r a t a o r i g i n a l l y c o n t a i n i n g them. This operation s h a l l be accomplished 
by the use of mud-laden f l u i d , cement and plugs, used s i n g l y or i n combination as may be approved by the 
Di v i s i o n . The exact l o c a t i o n of abandoned wells s h a l l be shown by a steel marker at least four inches 
i n diameter set i n concrete, and extending at least four f e e t above mean ground l e v e l . The name and number 
of the well and i t s l o c a t i o n ( u n i t l e t t e r , section, township, and range) s h a l l be welded, stamped, or other
wise permanently engraved i n t o the metal of the marker. Seismic, core or other exploratory holes d r i l l e d 
to or below sands containing fresh water s h a l l be plusged and abandoned i n accordance w i t h the applicable 
provisions recited above. Permanent markers are not required on seismic holes. 

Within t h i r t y days f o l l o w i n g the completion of plugging operations on any w e l l , a record of the 
work done s h a l l be f i l e d w i t h the Division i n TRIPLICATE, on Form C-103. Such report s h a l l be f i l e d by the 
owner of the w e l l and s h a l l include the date the plugging operations were begun along w i t h the date the work 
was completed; a detailed account of the manner i n which the work was performed; the depths and lengths of 
the various plugs set; the nature and qua n t i t i e s of materials employed i n plugging operations; che amount, 
size and depth of a l l casing l e f t i n the hole and the weight of mud employed i n plugging the w e l l and 
any other pertinent information. No plugging report submitted on Forra C-103 s h a l l be approved by the D i v i s i o n 
unless such report s p e c i f i c a l l y states that p i t s have been f i l l e d and the loca t i o n l e v e l l e d and cleared of 
junk. The f i l i n g of Form C-105, Well Completion or Recompletion Report and Log i s also necessary to o b t a i n 
D i v i s i o n approval of a plugging report. 

I t s h a l l be the r e s p o n s i b i l i t y of the owner of the plugged w e l l to contact the appropriate D i s t r i c t 
Office of the D i v i s i o n to arrange f o r an inspection of the plugged w e l l and the l o c a t i o n by a Division 
representative. 

B. TEMPORARY ABANDONMENT 

No w e l l i n t h i s s t a t e s h a l l be temporarily abandoned f o r a period i n excess of six months unless 
a permit for such temporary abandonment has been approved by the D i v i s i o n . Such permit s h a l l be for a period 
not to exceed one year and s h a l l be requested from the appropriate D i s t r i c t O f f i ce of the Division by f i l i n g 
Form C-103 i n t r i p l i c a t e . No such permit s h a l l be approved unless evidence i s furnished that the condition 
of the w e l l i s 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 D i s t r i c t Supervisor of the appropriate D i s t r i c t O f f i c e of the Division s h a l l have a u t h o r i t y to 
grant one extension to the permit f o r temporary abandonment. Such extension s h a l l not exceed one year- and 
s h a l l be requested i n the same manner as the o r i g i n a l permit f o r temporary abandonment. No extension s h a l l 
be approved unless good cause therefor i s shown, and evidence i s furnished that the continued condition of 
the w e l l i s as described above. 

Upon ex p i r a t i o n of the permit f o r temporary abandonment and any extension thereto, the w e l l s h a l l 
be put to b e n e f i c i a l use or s h a l l be permanently plugged and abandoned, unless i t can be shown to the D i v i s i o n 
a f t e r notice and hearing that good cause exists why the w e l l should not be plugged and abandoned, and a 
furt h e r extension to. the temporary abandonment permit should be issued. Prior to issuing such " f u r t h e r 
extension," the Division may at i t s option require the operator of the well to post w i t h the Division a one-
w e l l plugging bond for the w e l l , i n an amount determined by the D i v i s i o n to be s a t i s f a c t o r y to meet the 
p a r t i c u l a r requirements of the w e l l . 

The Division Director s h a l l have the authority to waive the above requirement f o r notice and hearing 
and grant f u r t h e r extension to a permit for temporary abandonment i n the case of: 

Cl) a remote and unconnected commercial gas w e l l or a presently non-commercial gas well which 
may reasonably be expected to be commercial w i t h i n the foreseeable f u t u r e ; or 

(2) a well i n an o i l pool i n which-secondary recovery operations have, by actual performance, 
been shown to be commercially feasible, and which w e l l may, with reasonable c e r t a i n t y , be 
expected to be included i n a bona fide secondary recovery project w i t h i n the foreseeable f u t u r e . 
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Prior to issuing such f u r t h e r extension, the D i v i s i o n Director nay at his option require the 
operator of the w e l l to post w i t h the Division a one-well plugging bond for the w e l l , i n an amount determined 
by the Director to be s a t i s f a c t o r y to meet the p a r t i c u l a r requirements of the w e l l . 

No " f u r t h e r extension," whether issued by the D i v i s i o n or by the Division Director, s h a l l be of 
more than two years duration, but may be renewed i f circumstances warrant. 

C. DRILLING WELLS 

When d r i l l i n g operations on a w e l l have been suspended for 60 days, the w e l l s h a l l be plugged and 
abandoned unletis a permit f o r temporary abandonment has been obtained for the w e l l i n accordance w i t h 
Section B above. 

RULE 203. WELLS TO BE USED FOR FRESH WATER 

When the w e l l to be plugged may safely be used as a fresh water w e l l and such u t i l i z a t i o n i s desired by 
the landowner, the well need not be f i l l e d above sealing plug set below the fresh water formation, provided 
that w r i t t e n agreement f o r such use s h a l l be secured from the landowner and f i l e d with the D i v i s i o n . 

RULE 204. LIABILITY 

The owner of any we l l d r i l l e d f o r o i l or gas or fo r i n j e c t i o n , or any seismic, core or other 
exploratory hole, whether cased or uncased, sha l l be responsible f o r the plugging thereof. 
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E - OIL PRODUCTION OPERATING PRACTICES 

RULE 301. GAS-OIL RATIO AND PRODUCTION TESTS 

(a) Each operator s h a l l take a gas-oil r a t i o test no sooner than 20 days nor l a t e r than 30 days 
following the completion or recompletion of each o i l w e l l , i f (1) the w e l l i s a wildcat, or (2) the well is 
located i n a pool which is noc exempt from the requirements of t h i s r u l e . (Wells completed w i t h i n one mile 
of the outer boundary of a defined o i l pool producing from the same formation s h a l l be governed by the 
provisions of t h i s rule which are applicable to the pool.) The results of the test s h a l l be reported to 
the Division on Form C-116 w i t h i n 10 days following completion of the tes t . The gas-oil r a t i o thus reported 
s h a l l become e f f e c t i v e for proration purposes on the f i r s t day of the calendar month following the-date 
they are reported. 

Each operator s h a l l also take an annual gas-oil r a t i o t e s t of each producing o i l w e l l , located 
w i t h i n a pool not exempted from the requirements of this r u l e , during a period prescribed by che Division. 
A gas-oil r a t i o survey schedule s h a l l be established by the Division s e t t i n g f o r t h the period i n which gas-
o i l r a t i o test applicable s h a l l be such test designated by the D i v i s i o n , made by such method and means, 
and i n such manner as the Division i n i t s d i s c r e t i o n may prescribe from time to time. 

(b) The results of gas-oil r a t i o tests taken during survey periods s h a l l be f i l e d with the Division 
on Form C-116 not l a t e r than the 10th of the month following the close of the survey period for the pool i n 
which the w e l l i s located. The gas-oil r a t i o s thus reported s h a l l become e f f e c t i v e for proration purposes 
on the f i r s t day of the second month following the close of the survey period. Unless Form C-116 is f i l e d 
w i t h i n the required time l i m i t , no further allowable w i l l be assigned the affected w e l l u n t i l Form C-116 
i s f i l e d , 

(c) I n the case of special tests taken between regular gas-oil r a t i o surveys, the gas-oil r a t i o 
s h a l l become e f f e c t i v e for proration purposes upon the date Form C-116, reporting the results of such te s t , 
i t s received by the proration department. A special test does not exempt any w e l l from the regular survey. 

(d) During gas-oil r a t i o t e s t , no w e l l s h a l l be produced at a rate exceeding top unit allowable 
for the.pool i n which i t is located by more than 25 per cent. No w e l l s h a l l be assigned an allowable greater 
than the amount of o i l produced on o f f i c i a l tests during a 24-hour period. 

Ce) The Division Director s h a l l have the authority to exempt such pools as he may deem proper from 
che gas-oil r a t i o test requirements of t h i s r u l e . Such exemption s h a l l be by executive order directed to a i l 
operators i n the pool being exempted. 

( f ) The Division Director s h a l l have che auchority to require annual p r o d u c t i v i t y tests of a l l o i l 
wells i n pools exempt from gas-oil r a t i o t e sts, during a period prescribed by the Division. An o i l well 
p r o d u c t i v i t y survey schedule s h a l l be established by the Division s e t t i n g f o r t h the period i n which produc
t i v i t y tests are to be taken for each pool wherein such tests are required. 

(g) The results of p r o d u c t i v i t y tests taken during survey periods s h a l l be f i l e d with the Division 
on Form C-116 (with the word "Exempt" inserted i n che column normally used for reporting gas production) not 
l a t e r than the 10th of the month following the close of the survey period for the pool i n which the well is 
located. Unless Form C-116 i s f i l e d w i t h i n the required time l i m i t , no further allowable w i l l be assigned 
the affected well u n t i l Form C-116 i s f i l e d . 

Ch) In the case of special p r o d u c t i v i t y tests taken between regular test survey periods, which 
r e s u l t i n a change of allowable assigned to the w e l l , the allowable change s h a l l become e f f e c t i v e upon the 
date the Form C-116 Is received by the proration department. A special test does noc exempt any well from the 
regular survey, 

Ci) During the p r o d u c t i v i t y t e s t , no well s h a l l be produced at a rate exceeding top unit allowable 
for the pool i n which i t is located by more than 25 per cent. No w e l l s h a l l be assigned an allowable greater 
than the amount of o i l produced on test during a 24-hour period. 

RULE 302. SUBSURFACE PRESSURE TESTS 

The operator sha l l make a subsurface pressure test on the discovery w e l l of any new pool hereafter 
discovered, and s h a l l report the re s u l t s thereof to the Division w i t h i n 30 days a f t e r the completion of such 
discovery w e l l . On or before December 1 of each calendar year the Division s h a l l designate the months i n 
which subsurface pressure tests s h a l l be taken i n designated pools. Included i n the designated l i s t s h a l l 
be l i s t e d the required shut-in pressure time and datum of tests to be taken i n each pool. In the event 
a newly discovered pool Is not included i n the Division's l i s t , the Division s h a l l issue a supplementary 
Bottom Hole Pressure Schedule. Tests as designated by the Division s h a l l only apply to flowing wells i n 
each pool. This test s h a l l be made by a person q u a l i f i e d by both t r a i n i n g and experience to make such te s t , 
and with an approved subsurface pressure instrument which s h a l l be calib r a t e d against an approved dead
weight tester at i n t e r v a l s frequent enough to ensure i t s accuracy w i t h i n one per cent. Unless otherwise 
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designated by the Division a l l wells s h a l l remain completely shut i n for at least 24 hours p r i o r to the 
test. In the event a d e f i n i t e datum i s not established by the Division the subsurface determination s h a l l 
be obtained as close as possible to the mid-point of the productive sand of the reservoir. The report s h a l l 
be on Form C-124 and s h a l l state che name of the pool, the pool datum ( i f established), the name of the 
operator and lease, the well number, the wellhead elevation above sea l e v e l , the date of the t e s t , che t o t a l 
time the well was shut i n p r i o r to the t e s t , the subsurface temperature i n degrees Fahrenheit at the test 
depth, the depth i n feet at which the subsurface pressure test was made, the observed pressure i n pounds 
per square inch gauge (corrected for c a l i b r a t i o n and temperature), the corrected pressure computed from 
applying to the observed pressure the appropriate correction for difference i n 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 s h a l l be produced as a single common source of supply and the wells therein s h a l l be 
completed, cased, maintained, and operated so as to prevent communication, w i t h i n the well-bore, with any 
other specific pool or horizon, and the production therefrom s h a l l at. a l l times be-actually segregated, 
and the commingling or confusion of such production, before marketing, with the production from any other 
pool or pools i s s t r i c t l y prohibited. 

3. SURFACE COMMINGLING 

The Division Director s h a l l have the authority to grant an exception to Rule 303-A to permit.the 
commingling i n common f a c i l i t i e s of the commonly owned production from two or more common sources of supply, 
without notice and hearing, provided that the l i q u i d hydrocarbon production from each common source of supply 
is to be accurately measured or determined p r i o r to such commingling i n accordance with- the applicable p r o v i 
sions of the Division "Manual for the I n s t a l l a t i o n and Operation of Commingling F a c i l i t i e s , " then current. 

Applications f o r administrative approval to commingle the production from two or more common sources 
of supply s h a l l be f i l e d i n t r i p l i c a t e with the Santa Fe Office of the Division. The ap p l i c a t i o n must contain 
detailed data as to the g r a v i t i e s of the l i q u i d hydrocarbons, the values thereof, and the volumes of the 
l i q u i d hydrocarbons from each pool, as well as the expected gravity and value of the commingled l i q u i d 
hydrocarbons production; a schematic diagram of the proposed i n s t a l l a t i o n ; a p l a t showing the loca t i o n of a l l 
wells on the applicant's lease and the pool from which each well i s producing. The ap p l i c a t i o n s h a l l also 
state s p e c i f i c a l l y whether the actual commercial- value of such commingled production w i l l be less than the 
sum of the values of the production from each common source of supply and, i f so, how much less. 

Where State or Federal, lands are involved, applicant s h a l l 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 commingling. 

C. DOWN-HOLE COMMINGLING 

1, The Division Director s h a l l have the authority to grant an exception to Rule 303 
commingling i n the well-bore of dually completed o i l wells when the following facts e x i s t and 
conditions are met: 

(a) Both zones t:o be commingled i n the well-bore are c l a s s i f i e d as o i l zones. 

(b) The t o t a l d a i l y production from both zones before commingling - (as determined i n accordance 
with Section 2, paragraphs (d) and (e) below) does not exceed the f o l l o w i n g : 

Bottom p e r f o r a t i o n , 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 a r t i f i c i a l l i f t , or, both zones are capable of flowing. (Special 
consideration may be given to an exception of t h i s l a t t e r requirement i n the case i n 
which a p a r t i c u l a r well's characteristics may j u s t i f y same; however, the commingled 
production must be a r t i f i c i a l l y l i f t e d i f either zone required a r t i f i c a l l i f t p r i o r to 
commingling.) 

(d) Neither zone produces more water than the combined o i l l i m i t as determined i n paragraph 
(b) above. 

-A to permit the 
the f ollowing 
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(e) The f l u i d s from each zone are compatible with the f l u i d s from the other, and combining the 
f l u i d s w i l l not result i n the formation of pr e c i p i t a t e s which night damage either reservoir. 

Cf) The t o t a l value of the crude w i l l not be reduced by commingling. 

(g) Ownership of the two zones to be commingled i s common (i n c l u d i n g working i n t e r e s t , r o y a l t y , 
and overriding r o y a l t y ) . 

(h) The commingling w i l l not jeopardize the e f f i c i e n c y of present or future secondary recovery 
operations i n either of the zones to be commingled. 

2. To obtain approval for down-hole commingling, the operator of the w e l l s h a l l submit the following 
i n duplicate to the Division Director plus one copy to the appropriate D i s t r i c t Office of the Division. 

(a) Name and address of the operator. • 

(b) Lease name, well number, well location. 

(c) Names of the pools the we l l i s completed i n and the Division order number which authorized 
the dual completion. 

(d) A current (within. 30 days) 24-hour p r o d u c t i v i t y test on Di v i s i o n Form C-116 showing the amount 
of o i l , 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 w i l l permit a reasonable 
al l o c a t i o n of the commingled production to each zone for s t a t i s t i c a l purposes. (This 
requirement may be dispensed with i n the case of a newly completed or recently completed 
well which has l i t t l e or no production h i s t o r y . However, a complete resume of the well's 
completion history including description of t r e a t i n g , t e s t i n g , etc., of each zone, and a 
prognostication of future production from each zone s h a l l be submitted.) 

( f ) Estimated bottom-hole pressure for each a r t i f i c a l l y l i f t e d zone. A current (w i t h i n 30 days) 
measured bottom-hole pressure for each zone capable of flawing. 

(g) A description of the f l u i d characteristics of each zone showing that the f l u i d s w i l l not be 
incompatible i n the well-bore. 

Ch) A computation showing that the value of the commingled production w i l l not be less than the 
sum of the values of the in d i v i d u a l streams. 

( i ) A statement that a l l o f f s e t operators and, i n the case of a w e l l on Federal land, the United 
States Geological Survey, have been n o t i f i e d i n w r i t i n g of the proposed commingling. 

3. The Division Director may approve the proposed down-hole commingling i n the absence of a v a l i d 
objection w i t h i n 20 days a f t e r the receipt of the application i f , i n his opinion, there i s no d i s q u a l i f y i n g 
d i s p a r i t y of bottomhole pressures of other reservoir c h a r a c t e r i s t i c s , waste w i l l not result thereby, and c o r r e l a 
t i v e rights w i l l not be violated. The 20-day waiting period may be dispensed with upon receipt of waivers of 
objection from a l l parties mentioned i n Section 2, paragraph ( i ) . 

4. Upon such approval, the well s h a l l be operated i n accordance w i t h the provisions of the administra
t i v e order which authorized the commingling, and al l o c a t i o n of the commingled production from the well to each 
of the producing zones s h a l l be i n accordance with the a l l o c a t i o n formula set f o r t h i n the order. The production 
from the well s h a l l be subject to the lower of the da i l y gas-oil r a t i o l i m i t a t i o n s applicable to the reserv o i r s . 
Wells sha l l be tested on a commingled basis annually, except that a we l l penalized for a high gas-oil r a t i o 
s h a l l be tested semi-annually. 

5. The Division Director may rescind authority to commingle production i n the well-bore and require 
both zones to be produced, separately, i f , i n his.opinion, waste or reservoir damage i s resulting thereby or the 
effic i e n c y of any secondary recovery project i s being impaired, or i f any change of conditions renders the 
i n s t a l l a t i o n no longer e l i g i b l e 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 s h a l l at a l l times be operated, produced, 
and maintained i n a manner to ensure the complete segregation of the various common sources of supply. The 
Division may require such tests as i t deems necessary to determine the effectiveness of the segregation of the 
d i f f e r e n t common sources of supply. 

RULE 305. METERED CASINGHEAD GAS 

The owner of a lease sha l l not be required to measure the exact amount of cashinghead gas produced and 
used by him for fuel purposes i n the development and normal operation of the lease. A l l casinghead gas produced 
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and sold or transported away from a lease, except small amounts of f l a r e gas, s h a l l be metered and reported 
in standard cubic feet monthly to the Division. The amount of casinghead gas sold i n small qu a n t i t i e s for use 
in the f i e l d may be calculated upon a basis generally acceptable i n the industry, or upon a basis approved by 
the Division i n l i e u of, meter measurements. 

RULE 306. CASINGHEAD GAS 

(a) No casinghead gas produced from any we l l i n t h i s state s h a l l be fla r e d , or vented a f t e r 60 
days following completion of the w e l l . 

(b) Any operator seeking an exception to the foregoing s h a l l f i l e an appli c a t i o n therefor on 
Division Form C-129, Application for Exception to No-Flare Rule' 306. Form C-129 s h a l l be f i l e d i n t r i p l i c a t e 
with the appropriate d i s t r i c t o f f i c e of the Division. The d i s t r i c t supervisor may grant an exception when the 
same appears reasonably necessary to protect c o r r e l a t i v e r i g h t s , prevent waste, or prevent undue hardships on. 
the applicant. The d i s t r i c t supervisor s h a l l either grant the exception w i t h i n ten cays a f t e r r eceipt of the 
application of refer i t to the Division Director who w i l l advertise the matter for public hearing i f a hearing 
is desired by che applicant. 

(c) The f l a r i n g or venting by an operator of gas from any well i n v i o l a t i o n of t h i s r u l e w i l l 
result i n suspension of the allowable assigned to the w e l l . 

(d) No extr a c t i o n plant processing gas i n the State of New Mexico s h a l l f l a r e or vent such 
gas unless such f l a r i n g or venting i s made necessary by mechanical d i f f i c u l t y of a very l i m i t e d temporary 
nature or unless the gas f l a r e d or vented i s of no commercial value. 

Iu the event of a more prolonged mechanical d i f f i c u l t y or i n 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 i s unable to accept, process, and market a l l of the casinghead gas produced by wells 
connected to i t s system, the plant operator s h a l l n o t i f y the Division as soon as possible o f the f u l l d e t a i l s 
of such shut-down or curtailment, following which the: Division s h a l l take such a c t i o - as i s necessary to 
reduce the tota.l flow of gas to such plant. 

(e) Pending connection of a well to a gas-gathering f a c i l i t y , or when a -."ell has been excepted 
from the provisions of Section (a) of thi s r u l e , a l l gas produced and not u t i l i z e d s h a l l be burned, and the 
estimated volume reported on the monthly production report, Form C-115. 

(f :) The provisions of Section (2) of thi s rule s h a l l not be applicable to wells compleced p r i o r 
to January 1, 1971, i n pools which had ho gas-gathering f a c i l i t i e s on that date, provided however, said 
provisions s h a l l be applicable to a l l wells i n such a pool 60 days a f t e r the'date of f i r s t casinghead gas 
connection i n the pool. 

RULE 307. USE OF VACUUM PUMPS 

Vacuum pumps or other devices s h a l l not be used for the purpose of creating a p a r t i a l vacuum i n any 
stratum containing o i l or gas. 

RULE 308. SALT OR SULPHUR WATER 

Operators s h a l l report monthly on Form C-115 the amount of percentage of s a l t or sulphur water produced 
with the o i l by each well making 2 percent or more water. 

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

Oil s h a l l not be transported from a lease u n t i l i t has been received and measured i n a f a c i l i t y of an 
approved design located on the lease. Such f a c i l i t i e s s h a l l permit the testing of earn well at reasonable 
intervals and may be comprised of manually gauged closed stock tanks for which proper strapping tables have 
been prepared, w i t h a maximum of sixteen proration units producing i n t o said tanks, or of automatic custody 
transfer (ACT) equipment. The use of such automatic custody transfer equipment s h a l l be permitted only a f t e r 
compliance with the fol l o w i n g : 

1. The operator s h a l l f i l e w ith the. Division Form C-106, Notice of I n t e n t i o n to''Utilize Automacic 
Custody Transfer Equipment, and s h a l l receive approval thereof p r i o r to Cransferring o i l chrough Che ACT 
system. The c a r r i e r s h a l l not accept delivery of o i l through the ACT system u n t i l Form C-106 has been approved. 

2. Form C-106 s h a l l be submitted i n quadruplicate to the appropriate D i s t r i c t Office of the Division 
and s h a l l be accompanied ( i n quadruplicate) by the following: 

(a) Plat of the lease showing thereon a l l wells which w i l l be produced i n t o the ACT system. 

(o) Schematic diagram of the ACT equipment, showing thereon a l l major components such as surge 
tanks and t h e i r capacity, extra storage tanks and t h e i r capacity, transfer pumps, monitors, 
reroute valves, t r e a t e r s , samplers, stra i n e r s , a i r and gas elimi n a t o r s , back pressure valves, 
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metering devices ( i n d i c a t i n g type and capacity, i . e . , whether automatic measuring tank, 
positive volume metering chamber, weir-type measuring vessel, or p o s i t i v e displacement 
meter). Schematic diagram s h a l l also show means employed to prove accuracy of measuring device. 

(c) Letter from transporter agreeing to u t i l i z a t i o n of ACT system as shown on schematic diagram. 

3. Form C-106 w i l l not be approved by the Division unless the ACT system i s to be i n s t a l l e d and 
erated i n 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. Tlie o v e r a l l accuracy of che 
system s h a l l equal or surpass manual methods. 

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

(c) Provision must be made i f required by either the producer or the transporter of the o i l to 
give adequate assurance that only merchantable o i l i s run by the ACT system. 

(d) Provision must be made for set-stop counters to stop the flow of o i l through the ACT system 
at or p r i o r to the time the allowable has been run. A l l counters s h a l l provide non-reset 
t o t a l i z e r s which s h a l l be v i s i b l e for inspection at a l l times. 

(e) A l l 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 ) A l l components of the ACT system sha l l be properly sized to ensure operation w i t h i n the range 
of t h e i r established ratings. A l l components of the system which require periodic c a l i b r a t i o n 
and/or inspection for proof of continued accuracy must be readily accessible. The frequency 
and methods of such c a l i b r a t i o n and/or inspection s h a l l be set f o r t h i n Rule 309-A, 4-c. 

(g) The control and recording system must include adequate f a i l - s a f e features which w i l l provide 
assurance against mismeasurement i n the event of power f a i l u r e , or the f a i l u r e of the ACT 
system's component parts. 

(h) 1. Tlie ACT system and a l l i e d f a c i l i t i e s s h a l l include such f a i l - s a f e equipment as may be 
necessary, including high l e v e l switches i n the surge tank or overflow storage tank which, 
i n the event of power f a i l u r e or malfunction of the ACT or other equipment, w i l l shut down 
a l l a r t i f i c i a l l y l i f t e d wells connected to the ACT system and w i l l shut i n a l l flowing wells 
at the well-head or at the header manifold, in which l a t t e r case a l l flowlines s h a l l be 
pressure-tested to at least l ! j times the maximum well-head shut-in pressure p r i o r to i n i t i a l 
use of the ACT system and each two years thereafter. 

2. As an a l t e r n a t i v e to the requirements of paragraph (b) 1 above, the producer s h a l l provide 
and shall at a l l 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 o i l which may be produced 
during maximum unattended time of lease operation. 

4. (a) In a l l ACT systems employing automatic measuring tanks, weir-type measuring vessels, positive 
volume metering chambers, or any other volume measuring container, the container and a l l i e d 
components shal l be properly calibrated p r i o r to i n i t i a l use and s h a l l be operated, maintained, 
and inspected as necessary co ensure against incrustation, changes i n clingage factors, valve 
leakage or other leakage, and improper action of f l o a t s , l e v e l detectors, etc. 
(b) In a l l ACT systems employing positive displacement -eters, the meter(s) and a l l i e d components 
sh a l l be properly calibrated p r i o r to i n i t i a l use and s h a l l be operated, maintained, and inspected 
as necessary to ensure against mismeasurement of o i l . 

(c) The measuring and recording devices of a l l ACT systems s h a l l be checked for accuracy at least 
once each month unless exception to such determination has been obtained from che Division Director. 
API Standard 1101, "Measurement of Petroleum Liquid Hydrocarbons by Positive Displacement Meter," 
shal l be used where applicable. Meters may be proved against Master Meters, Portable Prover Tanks, 
or Prover Tanks permanently i n s t a l l e d on the lease. I f permanently i n s t a l l e d Prover Tanks are used, 
the distance between the opening and closing levels and the provision for determining the opening 
and closing readings s h a l l be s u f f i c i e n t to detect variations of 5/100 of one percent. Reports 
of determination s h a l l be f i l e d on the Division Form e n t i t l e d "Meter Test Report," or on anotiier 
acceptable form and s h a l l be submitted in duplicate to the appropriate D i s t r i c t Office of the 
Division. 

(d) To obtain exception to the requirement of paragraph (c) above that a l l measuring and 
recording devices be checked for accuracy once each month, either tlie producer or transporter may 
f i l e such a request with the Division Director setting f o r t h a l l facts pertinent to such exception. The 
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a p p l i c a t i o n s h a l l include a history of the average factors previously obtained, both 
- tabulated and plotted on a graph of factors versus time, showing that the p a r t i c u l a r i n 
s t a l l a t i o n has experienced no e r r a t i c d r i f t . The applicant s h a l l 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 i n t e r v a l which he deems 
prudent. 

5. Failure to operate an automatic custody transfer system i n compliance with t h i s rule s h a l l 
subject the approval thereof to revocation by the Division. 

RULE 309-B. ADMINISTRATIVE APPROVAL, LEASE COMMINGLING 

The D i v i s i o n Director s h a l l have authority to grant exceptions to Rule 309-A to permit the commingling 
of production from two or more separate leases i n a common tank battery without notice and hearing, provided 
application has been f i l e d i n t r i p l i c a t e with the Division and .is accompanied by plats of the leases showing 
thereon the walls on the leases and the formations i n which they are. completed, and schematic diagrams of 
the commingling f a c i l i t y , showing i t to be of an acceptable design i n accordance with the Division "Manual 
for the I n s t a l l a t i o n and Operation of Commingling F a c i l i t i e s , " then'current, and provided f u r t h e r that: 

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

2. Adequate f a c i l i t i e s w i l l be provided for accurately determining production from each w e l l at 
reasonable i n t e r v a l s . 

3. A l l parties owning an i n t e r e s t i n the leases and the purchaser of the commingled production 
therefrom have consented i n w r i t i n g to the commingling of production from the separate leases. 

4. In l i e u of paragraph 3 of t h i s rule, the applicant may f u r n i s h proof of the fact that said 
parties were - s t i f l e d by registered or c e r t i f i e d mail of his i n t e n t to commingle production from the separate 
leases. The D i v i s i o n Director nay approve the application i f , a f t e r a period of 20 days following.receipt . 
of the a p p l i c a t i o n , no party has made objection to the ap p l i c a t i o n . 

5. In addition to the foregoing requirements for administrative approval to commingle production 
from two or more separate leases, the following requirements s h a l l also apply: 

(a) To commingle production from two or more separate leases i n a common tank battery without 
f i r s t separately measuring the production from'each such lease, the ownership of the leases 
must be common throughout.' This sha l l include workir.g i n t e r e s t ownership, r o y a l t y owner
ship, and overriding royalty ownership. 

Cb) To commingle production from two or more separate leases i n a common tank battery where 
there i s a d i v e r s i t y of ownership (whether i n workir.g i n t e r e s t , royalty i n t e r e s t , or 
overriding royalty i n t e r e s t ) the hytlrocarbon production from each lease s h a l l be accurately 
measured and determined i n accordance with the applicable provisions of the Division 
"Manual for the I n s t a l l a t i o n and Operation of Commingling F a c i l i t i e s , " then current. 

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

For good cause shown, the Division Director sh a l l have au t h o r i t y to grant an exception to Rule 309-A 
to permit the production from one lease to be transported p r i o r to measurement to another lease for storage 
•chereon, provided an app l i c a t i o n r e f l e c t i n g ownership of the leases has been f i l e d in t r i p l i c a t e w i t h the 
Division and i s accompanied by plats of the leases showing thereon the wells on the leases and the formations 
i n which they are completed and the proposed location of the tank b a t t e r y , and provided further t h a t : 

1. A l l production i s from the same common source of supply. 

2. Commingling of production from the two leases w i l l not r e s u l t . 

3. There w i l l be no intercommunication of the handling, separating, t r e a t i n g , or storage f a c i l i t i e s 
designated to each lease. 

4. A i l parties owning an i n t e r e s t i n the leases have consented i n w r i t i n g to the off-lease storage. 

5. In l i e u of paragraph 4 of t h i s rule, the applicant may f u r n i s h proof of the fact that said 
parties were n o t i f i e d by registered or c e r t i f i e d mail of his i n t e n t to transport p r i o r to 
measurement the production from one lease to another lease for storage. The Division Director 
may approve the application i f , a f t e r a period of 20 days following receipt of the a p p l i c a t i o n , 
no party has made objection to the application. 
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6. Where State or Federal lands are involved, the applicant s h a l l 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 

Oil s h a l l not be stored or retained i n earthen reservoirs, or i n open receptacles. Dikes or f i r e walls 
shal l not be required except such f i r e walls must be erected and kept around a l l permanent o i l tanks, or 
battery of tanks that are w i t h i n the corporate l i m i t s of any c i t y , town, or v i l l a g e , or where such tanks are 
closer than 150 feet to any producing o i l or gas w e l l 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 ob j e c t i o n 
able hazard w i t h i n the discretion of the Division. Where f i r e walls are required, f i r e walls s h a l l form a 
reservoir having a capacity one-third larger than the capacity of the enclosed tank or tanks. 

RULE 311. SEDIMENT OIL 

(a) "Sediment O i l " i s defined as tank bottoms and any other accumulations of l i q u i d hydrocarbons 
on an o i l and gas lease, which hydrocarbons are not merchantable through normal channels. 

(b) No sediment o i l s h a l l be burned or otherwise destroyed unless and u n t i l the Division has 
approved an application to destroy the sane on Form C-117-A (Sediment O i l Destruction Permit). Unless the 
authorization to burn sediment o i l i s u t i l i z e d w i t h i n ten (10) days a f t e r approval of the Form C-117-A, such 
authorization i s automatically revoked. However, the D i s t r i c t Supervisor may approve one ten (10) day 
extension in w r i t i n g for a good cause shown. No sediment o i l destruction permit s h a l l be required when the 
sediment o i l i s put to beneficial use on the o r i g i n a t i n g lease for purposes of o i l i n g lease roads, f i r e 
walls, tank grades, or other similar purposes. 

(c) When sediment o i l i s to be removed from a lease for reclamation, the person removing such 
sediment o i l s h a l l obtain a permit (Form C-117-B) from the appropriate D i s t r i c t Office of the Division p r i o r 
to removal of the o i l from the lease. Any merchantable o i l recovered from sediment o i l s h a l l be charged 
against the allowable for the vjclls on the o r i g i n a t i n g lease. A l l such recovered o i l s h a l l be reported 
by the operator of the lease on Form C-115 (Operator's Monthly Report). Nothing contained i n paragraph (c) 
of t h i s Rule sha l l apply to reclaiming of pipeline break o i l or the t r e a t i n g of tank bottoms occurring at a 
pipeline break o i l or the treat i n g of tank bottoms occurring at a pipeline s t a t i o n , crude c i l storage terminal, 
or r efinery, to the treat i n g by a gasoline plant operator of o i l and other catchings collected i n traps 
and drips i n the gas gathering lines connected to gasoline plants and i n scrubbers at such plants, nor to the 
treating or reclamation of o i l and other catchings collected i n community s a l t water disposal systems. 

RULE 312. TREATING PLANTS 

No treati n g plant sh a l l operate except i n conformity with the f o l l o w i n g provisions: 

(a) Prior to the construction of a t r e a t i n g plant, a w r i t t e n a p p l i c a t i o n s h a l l be f i l e d f o r a 
treating plant permit stating i n d e t a i l the location and type and capacity of the plant contemplated. The 
Division, in not less than 30 days, w i l l set such application for hearing to determine whether the proposed 
plant and method of processing w i l l e f f i c i e n t l y process, t r e a t , and reclaim sediment o i l . Before beginning 
actual operations, the permittee sha l l f i l e with the Division a performance bond i n the amount of 510,000, 
conditioned upon substantial compliance with applicable statutes of the State of New Mexico and a l l rules, 
regulations, and orders of the O i l Conservation Division. 

(b) Such permit s h a l l e n t i t l e the t r e a t i n g plant operator to an approved Form C-104, Request 
for Allowable and Authorization co Transport O i l and Natural Gas for the tonal amount of products secured 
from sediment o i l s processed by the operator. A l l permits s h a l l be revocable, a f t e r notice and hearing, upon 
showing of good cause. 

(c) A l l treat i n g plant operators sha l l f i l e a monthly report which s h a l l support the Division 
Form C-104 for the net o i l recovered and sold during the preceding month. See Rule 1118. 

. The operator of each lease from which sediment o i l i s removed for reclamation s h a l l be promptly n o t i f i e d 
by the treating plant operator of the amount of pipeline o i l recovered therefrom. In the event sediment o i l 
from two or more separate leases i s to be commingled p r i o r to t r e a t i n g , the t r e a t i n g plant operator s h a l l 
determine the amount of pipeline o i l a t t r i b u t a b l e to each lease by t e s t i n g a representative sample of the 
sediment o i l from said lease i n accordance with the standard c e n t r i f u g a l test prescribed by the API Code for 
Measuring, Sampling, and Testing Crude O i l , Number 25, Section 5. 

RULE 313. EMULSION, BASIC SEDIMENTS, AND TANK BOTTOMS 

Wells producing o i l sha l l be operated i n such a manner as w i l l reduce as much as practicable the formation 
of emulsion aud basic sediments. These substances and tank bottoms s h a l l not be allowed to pollute streams 
or cause surface damage. I f tank bottoms are removed to surface p i t s , the p i t s s h a l l be fenced and the fence 
s h a l l be kept i n good repair. 
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RULE 314. GATHERING, TRANSPORTING AND SALE OF DRIP 

(a) "Drip" i s defined as any l i q u i d hydrocarbon i n c i d e n t a l l y accumulating i n a gas gathering 
or transportation system. 

(b) The waste of drip i s hereby prohibited when i t i s economically feasible to salvage the same. 

(c) The movement and sale of drip i s hereby authorized, provided the provisions of t h i s Rule 
are complied w i t h . 

(d) No drip s h a l l be transported nor sold u n t i l the gas transporter has f i l e d D i vision Form 
C-104 designating the d r i p transporter authorized to remove the drip from i t s gas gathering or transportation 
system. 

(e) Every person transporting drip w i t h i n the State of New Mexico s h a l l f i l e D i v ision Form C-112 
each month, showing the amount, source, and disposition of a l l drip handled during the reporting period, and 
such other reports as may hereafter be required by the Division. 

( f ) P rior to commencement of operations., every person transporting drip d i r e c t l y from a gas 
gathering or transportation system s h a l l f i l e with the Division plats drawn to scale, l o c a t i n g and i d e n t i f y i n g 
each drip trap which he i s authorized to service. 

(g) Every person transporting drip d i r e c t l y from a gas gathering or transportation system 
shall keep a record of d a i l y acquisitions from each drip trap which he i s authorized to service, which records 
shal l be made available at a l l reasonable times for inspection by the Division or i t s authorized representatives. 

(h) Every gas transporter i n the State of New Mexico s h a l l , on or before the f i r s t day of November 
of each year, f i l e w i t h the Division maps of i t s entire gas gathering and transportation systems w i t h i n the 
State of New Mexico, loca t i n g and i d e n t i f y i n g thereon each drip trap i n said systems, said maps to be 
accompanied by at report, on a form prescribed by che Division, showing the d i s p o s i t i o n being made of the 
drip from each of said dri p traps. 
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F - NATURAL GAS PRODUCTION OPERATING PRACTICE 

RULE 401. METHOD OF DETERMINING NATURAL GAS WELL POTENTIAL 

A l l operators s h a l l conduct tests to determine the d a i l y open flow p o t e n t i a l volumes of a l l natural 
gas wells from which gas i s being used or marketed. Such tests s h a l l be reported on forms prescribed by the 
Division w i t h i n 60 days a f t e r : (1) the date of i n i t i a l connection of the w e l l to a gas transportation f a c i l i t y 
and (2) the date of reconnection following workover. 

To establish comparable open flow capacity, wells s h a l l be tested i n accordance with the O i l Conservation 
Division "Manual for Back-Pressure Testing of Natural Gas Well." I n the event the Division approves the 
alternate method for t e s t i n g , a l l wells producing from a common source of supply s h a l l be tested i n a uniform 
and comparable manner. 

A l l gas walls which are not connected to a gas gathering f a c i l i t y s h a l l be tested w i t h i n 30 days 
following the i n s t a l l a t i o n of a Christmas tree. Tests s h a l l be taken i n accordance with the Rules of Procedure 
for Testing Unconnected Gas Well contained i n the O i l Conservation Division "Manual for Back-Pressure Testing 
of Natural Gas Wells." Tests s h a l l be reported on Form C-122 i n compliance with Rule 1122 and sh a l l be f i l e d 
w i thin 10 days following completion of the test. 

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

Ca) Shut-in pressure tests s h a l l be taken on a l l natural gas wells annually. Such tests s h a l l 
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 d i r e c t i v e . Tests s h a l l be reported to the appropriate D i s t r i c t 
Office of the Division on Form C-125 not l a t e r than October 15 of the same year. 

(b) Shut-in pressures s h a l l be taken with a dead-weight gauge a f t e r a minimum shut-in period 
of 24 hours. When the shut-in period exceeds 24 hours, the length of time the well was shut i n s h a l l be 
reported to the Division. 

Cc) The Division Director may prescribe special shut-in pressure test periods and procedures 
for pools when he deems the same necessary i n order to obtain more accurate pressure data. 

RULE 403, NATURAL GAS FROM GAS WELLS TO SE MEASURED 

A l l natural gas produced s h a l l be accounted for by metering or other method approved by the Division 
and reported Co the Division by che common purchaser of the gas. Gas produced from a gas well and delivered 
Co a gas transportation f a c i l i t y s h a l l be reported by the owner or operator of che gas transportation f a c i l i t y . 
Gas produced from a gas well and required to be reported under t h i s rule, which i s not delivered to and 
reported by a gas transportation f a c i l i t y , s h a l l be reported by the operator of the w e l l . 

RULE 404. NATURAL GAS UTILIZATION 

(a) After the completion of a natural gas w e l l , no gas from such w e l l s h a l l be (1) permitted 
to escape to the a i r , (2) used expansively in engines or pumps and then vented, or (3) used to g a s - l i f t 
wells unless a l l gas produced i s processed i n a gasoline plant, used i n the manufacture of carbon black, 
or b e n e f i c i a l l y used thereafter without waste. 

Cb) Carbon black plants may u t i l i z e natural gas only i n those instances i n which a l l casinghead 
gas and residue gas produced i n the v i c i n i t y of or which may reasonably be reached from the carbon black 
plant, is being used b e n e f i c i a l l y . 

Cc) Any carbon black plant constructed a f t e r June 10, 1954, or any then e x i s t i n g carbon black 
plant which enlarges or expands i t s f a c i l i t i e s for the manufacture of carbon black, may u t i l i z e natural gas 
in the manufacture of carbon black only a f t e r permission of the Division i s 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, i n the absence of waste these rules and regulacions s h a l l not apply 
to gas being injected i n t o or removed from storage. (See Rule 1131.) 

RULE 406. CARBON DIOXIDE 

The statewide regulations r e l a t i n g to gas and natural gas, gas wells, and gas reservoirs including, 
but not l i m i t e d t o , those provisions r e l a t i n g to well locations, acreage dedication requirements, casing 
and cementing requirements, and measuring and reporting of production s h a l l also apply to carbon dioxide gas, 
carbon dioxide wells, and carbon dioxide reservoirs. 

RULE 407. DISCONNECTION OF GAS WELLS 

A l l gas wells which arc disconnected from i n t r a s t a t e gas transportation f a c i l i t i e s s h a l l be reported to 
the Division by the operator of the well or walls w i t h i n 30 days of tlie date of disconnection. Such notice 
must be f i l e d on Foriii C-130 i n compliance with Rule 11.30. 

F-1 



G - OIL PRORATION AND ALLOCATION 

RULE 501. REGULATION OF OIL POOLS 

(a) To prevent waste, the Division s h a l l prorate and d i s t r i b u t e the allowable production among 
the producers i n a pool upon a reasonable basis and recognizing c o r r e l a t i v e r i g h t s . 

(b) After notice and hearing, the Division i n order to prevent waste and protect c o r r e l a t i v e 
r i g h t s , may promulgate special rules, regulations, or orders p e r t a i n i n g to any pool. 

RULE 502. RATE OF PRODUCING WELLS 

I . Dally Tolerance 

(a) I t i s recognized that o i l wells located on units capable of producing t h e i r allowables may over
produce one day and underproduce another. No unit capable of producing i t s allowable, except for the purpose 
of t e s t i n g , i n tlie process of completing or recompleting a w e l l or for tests cade for the purpose of obtaining 
s c i e n t i f i c data, s h a l l produce any day more than 125% of the d a i l y top u n i t allowable for the pool in which 
the same i s located. (Subject to the foregoing, any underproduction may be made up by production from the 
same unit w i t h i n the same month, and i n l i k e manner any overproduction s h a l l be adjusted or balanced by under
production from the sane u n i t , w i t h i n the same proration period.) 

(b) I t i s also recognized that certain wells must, as a matter of p r a c t i c a l i t y , be produced at d a i l y 
rates i n excess of 125% of the d a i l y top unit allowable for the pool i n which such wells are located. The 
Division Director Is hereby given authority to grant exceptions to the provisions of paragraph (a) above, 
without formal hearing, where application is f i l e d i n due form s e t t i n g out the reasons for such requested 
exception; applicants for such exceptions s h a l l , at the time of f i l i n g , also furnish each operator i n the 
pool in which the subject w e l l is located, a copy of such a p p l i c a t i o n . Included in any application for 
exception or attached thereto, f i l e d under authority hereof, s h a l l be a formal w r i t t e n statement.by the 
applicant that every operator i n the pool in which the subject w e l l i s located has been served with a copy 
of such application. The Division Director sh a l l wait at least ten (10) days a f t e r receipt before approving 
any such application, and s h a l l approve the same only i n absence of objection from any operator or interested 
party, or i n his d i s c r e t i o n . In the event the Director for any reason f a i l s to approve such ap p l i c a t i o n , 
the Division a f t e r notice w i l l hear and determine the matter. 

I I . Monthly Tolerance 

No unit s h a l l 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 f i v e (5) days allowable production. This 
permissive tolerance of overproduction from a unit s h a l l be subject to a l l other provisions of Rule 502 and 
p a r t i c u l a r l y to tlie provisions of Paragraph IV. This permissive tolerance of overproduction from a unit s h a l l 
be adjusted or balanced by subsequent corresponding underproduction from the same un i t . Overproduction wir.hin 
the permitted tolerance s h a l l be considered as o i l produced against the allowable production assigned to the 
unit for the proration period during which such overproduction i s adjusted or balanced by underproduction. 

I l l . Production i n Excess of Monthly, Allowable, Plus Tolerance 

Oil produced from any unit i n excess of the assigned monthly allowable plus the permissive proration 
period tolerance s h a l l be " i l l e g a l o i l " as defined i n the O i l and Gas Act, unless (a) such excess o i l be 
produced as a result of mistake or error, (b) mechanical f a i l u r e beyond the immediate control of the operator, 
or, (c) r e s u l t i n g from essential tests of the unit w i t h i n the purview of O i l Conservation Rules. Whenever 
production from any unit for a proration period i s i n excess of the assigned allowable, plus the permitted 
tolerance authorized herein and the cause of such excess reasonably f a l l s w i t h i n ( a ) , ( b ) , or (c) of t h i s 
paragraph, the producer or operator s h a l l b r i e f l y set f o r t h the cause of such excess production together 
with a proposed plan of adjustment thereof, upon a l l copies of the operator's monthly report (Form C-115) 
for-the month i n which such excess production occurs. Such excess production s h a l l be considered as o i l 
produced against the allowable assigned to the unit for the f o l l o w i n g proration period, and i t may be 
transported from the lease tanks only as and when the u n i t accrues d a i l y allowable to offset such excess 
production. 

IV. General 

The tolerance permitted on a daily or monthly basis as provided hereinabove sha l l not be construed 
to increase the allowable of a producing unit or to grant a u t h o r i t y to any operator to market or to any 
transporter to transport any quantity of o i l i n excess of the u n i t ' s allowable. 

The possession of a quantity of o i l i n lease storage at the end of any proration period i n excess 
of five days allowable plus any rerun allowable o i l s h a l l be construed as v i o l a t i o n of thi s Rule, 
unless reported i n the manner and wit h i n the time provided for f i l i n g Form C-115 provided by Section I I I above. 
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V. Storage Records 

A l l producers and a l l transporters of o i l are required to maintain adequate records showing unrun 
allowable o i l i n storage at the end of each proration period. Such storage o i l s h a l l be the amount of o i l 
i n tanks from which o i l i s measured and delivered to the transporter. 

RULE 503. AUTHORIZATION FOR PRODUCTION OF OIL 

(a) Except as provided below, the daily top u n i t allowable for any o i l pool s h a l l 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 s h a l l , w i t h i n f i v e days p r i o r to the end of the month, make 
a determination as to- the l i k e l i h o o d of the t o t a l producing capacity o'f a l l o i l wells i n the state being i n 
excess of .anticipated reasonable market demand for crude petroleum o i l from t h i s state. 

I f the Division determines that such capacity may be i n 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 i t s h a l l immediately i n s t i t u t e proper proceedings for a hearing to be held before the 20th day of the 
following month to determine actual reasonable market demand for the next two succeeding months. 

(c) At said hearing the Division s h a l l consider a l l evidence of market demand f o r crude 
petroleum o i l from t h i s state, and i f i t is determined that the market demand percentage factor should be 
less than 100 percent, an order s h a l l be issued establishing the market demand factor for the ensuing two-, 
month period and set t i n g a date for the next market demand hearing. 

(d) The market demand factor thus established s h a l l be m u l t i p l i e d by the applicable depth bracket 
allowable for each w e l l and each pool, to determine i t s top u n i t allowable. Any f r a c t i o n or a b a r r e l s h a l l 
be regarded as a f u l l b a r r e l i n determining top unit allowable. 

Upon i n i t i a . l establishment of a market demand factor, and from time to time t h e r e a f t e r , the 
Division shall issue a proration schedule authorizing the production of o i l from the various p r o r a t i o n units , 
in the various pools i n the state. Any well completed or recompleted a f t e r the issuance of said schedule 
and for which Form C-104 has been approved, s h a l l , by supplement to the schedule, be authorized a da i l y 
allowable equal to the a b i l i t y of the well to produce up to and including the top unit allowable i n e f f e c t . 
The allowable for such w e l l s h a l l become e f f e c t i v e at 7:00 a.m. on the date of completion, provided' Form 
C-104 is submitted and approved w i t h i n ten days following date.of completion; otherwise the allowable 
s h a l l be ef f e c t i v e on the date the C-104 is approved. (As provided i n Rule 1104, "date of completion" 
i s the date when new o i l i s delivered into the stock tanks.) 

(e) A non-marginal unit i s defined as being a pror a t i o n unit which i s capable of producing top 
unit allowable for the pool i n which i t i s located and to which has been assigned a top unit allowable. 
Any such non-marginal unit s h a l l be permitted to produce said top unit allowable without waste, and subject 
to the provisions of Rules 301, 502, and 506, and a l l other applicable un i t s . Top unit allowable w i l l be 
assigned only to chose units which by tests have demonstrated t h e i r a b i l i t y to produce top unit allowable. 

A marginal unit i s defined as being a proration u n i t which i s incapable of producing top 
uni t allowable for the pool i n which i t i s located as evidenced by well t e s t , production h i s t o r y , cr other 
report or form f i l e d by the operator with the Division. Any such marginal unit s h a l l be permitted to 
produce any amount of o i l which i t i s capable of producing without waste up to top unit allowable for the pool, 
subject to the provisions of Rules 301,502, and 506, and a l l other applicable rules, provided that an allow
able has been assigned to the unit to authorize such production. 

A. penalized unit i s defined as being a pr o r a t i o n u n i t to which, because of an excessive 
gas-oil r a t i o , an allovrable has been assigned which i s less than top unit allowable for the pool and also 
less than the a b i l i t y of the wel l ( s ) on the unit to produce. Such penalized allowable s h a l l be determined 
i n accordance w i t h the procedure set f o r t h i n Rule 506. In .calculating a penalized allowable, any f r a c t i o n 
of a barrel s h a l l be regarded as a f u l l b a r r e l . 

( f ) Any change i n 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 a l l supplement to the current proration schedule s h a l l be made 
and d i s t r i b u t e d by the Division. 

(g) The provisions of Rule 104(h) et seq. s h a l l be adhered to i n f i x i n g top u n i t allowables. 

(h) In the event i t becomes necessary for any transporter of crude petroleum to resort to 
pipeline proration i n New Mexico, such transporter s h a l l , as soon as possible and not l a t e r than 24 hours 
a f t e r the e f f e c t i v e date thereof, n o t i f y the Division of i t s 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/or 
upon I t s own motion, a f t e r notice, hold a hearing for the purpose of considering any action w i t h i n i t s 
aut h o r i t y , to preserve and protect c o r r e l a t i v e r i g h t s . 
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In case of pipeline proration any operator affected thereby has the r i g h t to make appli c a t i o n 
to the Division for authorization to have any shortage or underproduction r e s u l t i n g therefrom included i n 
subsequent proration schedules. Such applications s h a l l be made upon a form hereby authorized to be prescribed 
by the Division and f i l e d therewith within t h i r t y days a f t e r the close of the f i r s t proration period i n which 
such pipeline proration shortage occurred, and such authorization s h a l l be l i m i t e d i n any event to wells 
capable of producing the da i l y top unit allowable for such period. 

In approving any such application the Division s h a l l determine the period of time during 
which such shortage s h a l l be made up without i n j u r y to the w e l l or pool, and s h a l l include the same i n tlie 
r egularly 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) I n the event an operator does not have s u f f i c i e n t lease storage to hold o i l produced from a 
well during the process of i t s d r i l l i n g , completing, recompleting, or t e s t i n g , the operator of said w e l l s h a l l 
be permitted to produce and s e l l from said well an amount of o i l as may be necessary to d r i l l , complete, 
recomplete or test said w e l l ; provided however, that the operator of said well s h a l l f i l e with the Division 
a w r i t t e n a p p l i c a t i o n s t a t i n g the circumstances at said w e l l and s e t t i n g f o r t h therein the estimate amount 
of o i l to be produced during the aforementioned process of operations, and provided further that said 
application i s approved by the Division. O i l produced during the process of d r i l l i n g , completion or re
completion, or testing a w e l l s h a l l be charged against the allowable production of said w e l l . 

(b) No w e l l s h a l l be placed on the proration schedule u n t i l Form C-104 has been f i l e d with and 
approved by the Division. 

RULE 505. DEPTH BRACKET ALLOWABLES 

(a) Subject to the market demand percentage factor determined pursuant to the provisions of Rule 
503, the d a i l y o i l allowable for each o i l pool i n the state s h a l l be equal to the appropriate depth bracket 
allowable below. The depth of the casing shoe or the top perforation i n the casing, whichever i s higher, 
in the f i r s t w e l l completed i n the pool s h a l l determine the depth c l a s s i f i c a t i o n for the pool. Daily o i l 
allowables for each of the several ranges of depth and spacing patterns s h a l l be as follows: 

POOL DEPTH RANGE DEPTH BRACKET ALLOWABLE 

40 Acres 30 Acres 160 Acres 

0 to 4,999 feet 80 bbls. 160 bbls. 
5,000 to 5,999 t i 107 187 I t 347 bbls 
6,000 to 6,999 r i 142 222 I t 382 
7,000 to 7,999 t l 187 267 i r 427 
8,000 to 8,999 • I 230 310 " 470 
9,000 tO 9,999 I I 275 355 II 515 

10,000 tO 10,999 " 320 400 i t 560 
11,000 to 11,999 I t 365 445 i l 605 
12,000 to 12,999 I I 410 490 i t 650 
13,000 to 13,999 t l 455 535 i t 695 
14,000 to 14,999 t l 500 580 i t 740 
15,000 to 15,999 I I 545 625 i t 785 
16,000 to 16,999 t t 590 670 i t 830 
17,000 to 17,999 t l 635 715 i t 875 

Cb) The 40-acre depth bracket allowables s h a l l apply to a l l undesignated wells not governed 
by special pool rules and to a l l pools developed on the normal 40-acre statewide spacing u n i t . 

Cc) The 80-acre and 160-acre depth bracket allowables s h a l l apply to wells governed by applicable 
special pool rules promulgated by the Division as an exception to the normal 40-acre statewide spacing u n i t . 

Cd) 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 si m i l a r depth 
and spacing. Such special allowable may be more or less than the regular depth bracket allowable and s h a l l 
be assigned only a f t e r 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 disp o s i t i o n , water production and 
disp o s i t i o n , transportation f a c i l i t i e s , the prevention of surface or underground waste, and the protection 
of c o r r e l a t i v e r i g h t s . 

Assignment of a greater than regular depth bracket allowable s h a l l be made only a f t e r s u f f i c i e n t 
reservoir information i s available to ensure that said allowable can be produced without damage to the reservoir 
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and without causing surface or underground waste. Tlie Division s h a l l also consider the a v a i l a b i l i t y of crude 
o i l transportation and marketing f a c i l i t i e s , casinghead gas transportation, processing, and marketing f a c i l i t i e s , 
water disposal f a c i l i t i e s , the protection of c o r r e l a t i v e r i g h t s , and other pertinent factors. 

RULE 506. GAS-OIL RATIO LIMITATION 

(a) I n allocated pools containing a well or wells producing from a reservoir which contains 
both o i l and gas, each proration unit s h a l l be permitted to- produce only that volume of gas equivalent to the 
applicable l i m i t i n g gas-oil r a t i o m u l t i p l i e d by the top u n i t o i l allowable for the pool. In the event the 
Division has not set a gas-oil r a t i o l i m i t for a p a r t i c u l a r o i l pool, the l i m i t i n g gas-oil r a t i o s h a l l be 
2,000 cubic feet of gas for each barrel of o i l produced. In allocated o i l pools a l l producing wells, whether 
o i l or casinghead gas, s h a l l be placed on the o i l proration schedule. 

Cb) Unless heretofore or hereafter s p e c i f i c a l l y exempted by order of the Division issued 
aft e r hearing, a gas-oil r a t i o l i m i t a t i o n s h a l l be placed on a l l allocated o i l pools, and a l l proration units 
having a gas-oil r a t i o exceeding the l i m i t for the pool s h a l l be penalized i n accordance with the following 
formula: 

(1) Any proration unit which,'on the basis of the l a t e s t o f f i c i a l gas-oil r a t i o t e s t , 
has a gas-oil r a t i o i n excess of the l i m i t i n g gas-oil r a t i o for the pool i n which i t i s located s h a l l be 
permitted to produce d a i l y that number of barrels of o i l which s h a l l be determined by mu l t i p l y i n g the current 
top unit allowable by a f r a c t i o n , the numerator of which s h a l l be the l i m i t i n g gas-oil r a t i o for the pool and 
the .denominator of which s h a l l be the o f f i c i a l gas-oil r a t i o test of the w e l l . 

C2) Any un i t containing a w e l l or wells producing from a reservoir which contains both o i l 
and gas s h a l l be permitted to produce only that volume of gas equivalent to the applicable l i m i t i n g gas-oil 
r a t i o m u l t i p l i e d by the top unit allowable currently assigned to the pool. 

C3) A marginal unit s h a l l be permitted to produce the same volume of gas which i t would 
be permitted to produce i f i t were a non-marginal u n i t . 

Cc) A l l proration units to which gas-oil r a t i o adjustments are applied s h a l l be so indicated 
i n the proration schedule with adjusted allowables stated. 

(d) I n cases of new pools, t h e - l i m i t s h a l l be 2,000 cubic feet per b a r r e l u n t i l such time as 
changed by order of the Division issued a f t e r a hearing. Upon p e t i t i o n and a f t e r notice and hearing.according 
to law, the Division w i l l determine or redetermine the s p e c i f i c gas-oil r a t i o l i m i t which i s applicable 
to a p a r t i c u l a r allocated o i l pool. 

RULE 507. UNITIZED AREAS 

After p e t i t i o n and notice and hearing, the Division may grant approval for the combining of contiguous 
developed p r o r a t i o n units into a unitized area. 

RULE 508. RECOVERED LOAD OIL 

Recovered loa.d o i l may be run from the lease on which i t i s recovered, provided Division approval i s 
obtained by means cf Form C-126. Form C-126 must be f i l e d i n quadruplicate with the appropriate d i s t r i c t 
o f f i c e of the' Division. Upon approval, one copy w i l l be returned to the operator and one copy w i l l be sent 
to the designated transporter as authority to transport the o i l . 

This r u l e applies only to o i l which has been obtained from a source other than the lease on which i t i s 
used. 

Recovered load o i l as used herein i s any o i l or l i q u i d hydrocarbon which has been used i n any operation 
i n an o i l or gas w e l l , and which has been recovered as a merchantable product. 

RULE 509. OIL DISCOVERY ALLOWABLE 

In addition to the normally' assigned allowable, a'n o i l discovery allowable may be assigned to a w e l l 
completed as a bona fid e discovery well i n a new common source of supply. Said o i l discovery allowable s h a l l 
be i n the amount of 5 barrels for each foot of depth of said w e l l from the surface of the ground to the 
top of the perforations i n the new pool or the depth of the casing shoe, whichever is higher. In counties 
where there i s no other current o i l production, and i n any county when the discovery i s the deepest o i l 
production i n the county, the o i l discovery allowable s h a l l be 10 barrels per foot of depth. 

Date of discovery to determine the w e l l which should properly receive the o i l discovery allowable for 
any new pool s h a l l be che date the well is completed and new o i l i s run i n t o stock tanks, provided however, 
any operator d r i l l i n g through, and discovering a new o i l pool i n the course of d r i l l i n g to a lower horizon 
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may f i l e an a f f i d a v i t of such discovery w i t h i n seven days a f t e r d r i l l stem tests were made of said pool, 
accompanying said a f f i d a v i t with a l l available pool data. I f , p r i o r to completion of said w e l l , 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 w i l l be assigned to either w e l l u n t i l a f t e r the i n i t i a l w ell for which 
the a f f i d a v i t was f i l e d has been completed. I f at that time the operator of the i n i t i a l w e l l makes formal 
application for the discovery allowable i n said pool, i t w i l l be determined a f t e r hearing which well s h a l l 
receive the discovery allowable. 

To obtain an o i l discovery allowable, the owner of a discovery well s h a l l f i l e two copies of 
Division Form C-109, Application for Discovery Allowable and Creation of a New Pool, with the appropriate 
D i s t r i c t Office of the Division and one w i t h the Santa Fe o f f i c e . Each' copy of said form s h a l l be accompanied 
by the following: 

1. A map depicting a l l wells w i t h i n a twc-mile radius of the discovery w e l l . A l l producing o i l 
and gas wells and the formations from which they are producing or have produced are to be 
c l e a r l y shown as well as a l l dry holes and the depths to which they were d r i l l e d . Maps shal l 
be on a scale one inch equals 1,000 feet and s h a l l also indicate the names of a l l lessees of 
record i n the depicted area. 

2. A complete e l e c t r i c a l log of the subject well w i t h the tops and bottoms of producing formations 
i n the subject well and i n nearby wells i d e n t i f i e d thereon. 

3. I f application i s based on horizontal separation, a sub-surface s t r u c t u r a l map of the producing 
formation(s) for which the discovery allowable i s sought, showing seismic or gelogical i n t e r 
p r e tation of the subject structure and any troughs, f a u l t s , pinch-outs, etc., which separate 
the subject well from nearby wells producing from the same formation(s). 

4. A geological cross-section prepared from e l e c t r i c a l logs of the subject well and nearby 
establishing horizontal as we l l as v e r t i c a l separation from other wells depicted on the plat 
which are producing or have produced from the discovery formation(s). 

5. A summary of a l l available reservoir data including bottom hole pressure data, f l u i d levels, 
core analyses, reservoir l i q u i d c h a r a c t e r i s t i c s and any other pertinent data on the subject 
reservoir as well as other nearby reservoirs which may help establish whether the subject well 
i s i n fact a discovery. 

I f , i n the opinion of the Division s t a f f , 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 w i l l be placed on the f i r s t 
available hearing docket for inclusion by the s t a f f i n i t s regular pool nomenclature case. I f the s t a f f i s 
not i n agreemant with the applicant's contention that a new pool has been discovered, or i f , w i t h i n ten days 
afte r receiving a copy of the application another operator f i l e s with the Division an objection to the crea
ti o n of a nev: pool and che assignment of a discovery allowable, the applicant " . ' i l l be so n o t i f i e d , and he 
w i l l be expected to present Che evidence supporcing his case. Or, i f che applicant so desires, the application 
may be set for separate hearing on other than the nomenclature docket for presentation of evidence by the 
applicant. 

E f f e c t i v e date of a well's discovery allowable w i l l be 7:00 a.m. on the f i r s t day of the month.next 
succeeding the month i n which the Division approves the discovery. 

The t o t a l discovery a t t r i b u t a b l e to each zone i n the we l l s h a l l be produced over a two-year period 
commencing w i t h the time of authorization. The well's dail y allowable for each pool receiving the discovery 
allowable s h a l l noc exceed the daily top u n i t allowable for the pool plus the t o t a l pool discovery allowable 
divided by 730 days (731 days i f a leap year i s included). 

A discovery w e l l s h a l l be permitted to produce only that volume of gas equivalent to the applicable 
l i m i t i n g gas-oil r a t i o for the pool m u l t i p l i e d by the top unit allowable for the pool plus the da i l y o i l 
discovery allowable, In addition to a l l other statc-.wide rules not s p e c i f i c a l l y excepted herein, the pro
visions of Division Rule 502 re l a t i n g to d a i l y tolerance, monthly tolerance, and underproduction and over
production, s h a l l apply to o i l discovery allowables as well as to regular allowables for discovery wells. 

I 

Nothing herein contained sh a l l be construed as p r o h i b i t i n g the Division from c u r t a i l i n g the discovery 
allowables of wells during times of depressed market demand, provided however, such discovery allowables 
sha l l be reinstated for production at the e a r l i e s t possible date. Further, when i t appears reservoir 
damage or waste might result from production of the o i l discovery allowable w i t h i n the normal two-year 
period, the Division may, aft e r notice and hearing, extend said period. 
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H - GAS PRORATION AND ALLOCATION 

RULE 601. ALLOCATION OF GAS PRODUCTION 

When Che Division determines that a l l o c a t i o n of gas production i n a designated gas Pool i s necessary 
to prevent waste, the D i v i s i o n , a f t e r notice and hearing, s h a l l consider the nominations of purchasers from 
that gas pool and other relevant data, and s h a l l f i x the allowable production of that pool, and s h a l l 
allocate production among the gas wells i n the pool deli v e r i n g to a gas transportation f a c i l i t y upon a 
reasonable basis and recognizing c o r r e l a t i v e r i g h t s . The Division s h a l l include i n the proration schedule 
of such pool any g3s well which i t finds i s being unreasonably discriminated against through denial of acces 
to a gas transportation f a c i l i t y which i s reasonably capable of handling the type of gas produced by such we 

RULE 602. PRORATION PERIOD 

The p r o r a t i o n period s h a l l be at least six months and the pool allowable and allocations thereof s h a l l 
be made at least 30 days p r i o r to each proration period. 

RULE 603. ADJUSTMENT OF ALLOWABLES 

When the actual market demand from any allocated gas pool during a proration period i s more.than or 
leas than the allowable set by the Division for the pool for the period, the Division s h a l l adjust the gas 
proration u n i t allowables for the pool for the next proration period so that each gas proration u n i t s h a l l 
have a reasonable opportunity to produce i t s f a i r share of the gas production from the pool and so that 
c o r r e l a t i v e r i g h t s s h a l l be protected. 

RULE 604. GAS PRORATION UNITS 

Before issuing a proration schedule for an allocated gas pool, the Division a f t e r notice and hearing, 
sha l l f i x the gas proration u n i t for that pool. 
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I . SECONDARY OR OTHER ENHANCED RECOVERY, PRESSURE MAINTENANCE, SALT WATER DISPOSAL, 
AND UNDERGROUND STORACE 

RULE 701. INJECTION OF FLUIDS INTO RESERVOIRS 

A. Permit for I n j e c t i o n Required 

The i n j e c t i o n of gas, l i q u e f i e d petroleum gas, a i r , water, or any other medium i n t o any 
reservoir f o r the purpose of maintaining reservoir pressure or f o r the purpose of secondary or other enhanced 
recovery or fo r storage or the i n j e c t i o n of water i n t o any formation f o r the purpose of water disposal s h a l l 
be permitted only by order of the Division a f t e r notice and hearing, unless otherwise provided herein. 

B. Method of Making Application 

1. Apolicatioris for a u t h o r i t y for the i n j e c t i o n of gas, l i q u e f i e d petroleum 
petroleum gas, a i r , water or any other medium i n t o any formation f o r any 
reason, including bvt not necessarily l i m i t e d to the establishment of or 
the expansion of water flood projects, enhanced recovery projects, pressure 
maintenance proj e c t s , and s a l t water disoosal, s h a l l be by submittal of 
Division For™ C-103 complete with a l l attachments. 

2. The applicant sh a l l f u r n i s h , by c e r t i f i e d or registered mail, a copy of the 
application to the owner of the surface of the land on which each i n j e c t i o n 
or disposal well i s to be located and to each leasehold operator w i t h i n one-
half mile of the w e l l . 

3. • Administrative Approval 

I f the application i s for administrative approval rather than for a hearing, 
i t must also be accompanied by a copy of a legal p u b l i c a t i o n published by 
the applicant i n a newspaper of general c i r c u l a t i o n i n the county i n which 
the proposed i n j e c t i o n well i s located. (The d e t a i l s required i n such legal 
notice are l i s t e d on Side 2 of Form C-108.) 

No application for administrative approval may be approved u n t i l 15 days 
following receipt by the Division of Form C-108 complete with a l l attachments 
including evidence of mailing as required under paragraph 2 above and proof 
of publication as required by paragraph 3 above. 

I f no objection i s received w i t h i n said 15-day period, and a hearing i s not 
otherwise required, the a p p l i c a t i o n may be approved adm i n i s t r a t i v e l y . 

C. Hearings 

I f a w r i t t e n objection to any appli c a t i o n for administrative approval of an i n j e c t i o n 
well i s f i l e d w i t h i n 15 days a f t e r receipt of a complete a p p l i c a t i o n , or i f a hearing i s required by 
these rules or deemed advisable by the Division Director, the a p p l i c a t i o n sh a l l be set f o r hearing 
and notice thereof given by the Division. 

D. Salt Water Disposal Wells 

1. The Division Director s h a l l have a u t h o r i t y t o 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 u n f i t for domestic, stock, i r r i g a t i o n , or other general use, and when 
said waters are to be disposed of in t o a formation older than I r i a s s i c (Lea 
County only) which is nonproductive of o i l or gas w i t h i n a radius of two 
miles from the proposed i n j e c t i o n w e l l , and provided no objections are received 
pursuant to Rule 701-BC3). 

2. Disposal w i l l not be permitted i n t o zones containing waters having t o t a l 
dissolved solids concentrations of 10,000 mg/1 or less except a f t e r notice 
and hearing, provided however, that the D i v i s i o n may establish exempted 
aquifers for such zones wherein such i n j e c t i o n may be approved a d m i n i s t r a t i v e l y . 

3. Notwithstanding the provisions of paragraph 2. above, the Division Director 
may authorize disposal i n t o such zones i f the waters to be disposed of are of 
higher q u a l i t y than the native water i n the disposal zone. 

r 
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E. Pressure Maintenance Projects 

1. Pressure maintenance projects are defined as those projects i n which f l u i d s 
are injected i n t o ttie producing horizon i n an e f f o r t to bui l d up and/or 
maintain the reservoir pressure i n an area which has not reached the advanced 
or " s t r i p p e r " state of depletion. 

2. A l l applications for establishment of pressure maintenance projects s h a l l be set for 
hearing. The project area and the allowable fonaula. for any pressure maintenance 
project s h a l l be fixed by the Division on an i n d i v i d u a l basis a f t e r notice and 
hearing. 

3. Pressure maintenance projects may be expanded and ad d i t i o n a l wells placed 
on i n j e c t i o n only upon authority from the Division a f t e r notice and hearing 
or by administrative approval. 

The Division Director sh a l l have au t h o r i t y to grant an exception to the 
hearing requirements of Rule 701-A for the conversion to i n j e c t i o n of 
additional wells w i t h i n a project area provided that any such well is 
necessary to develop or maintain e f f i c i e n t pressure maintenance w i t h i n 
such project and provided that no objections are received pursuant to 
Rule 701-15(3). 

F. Water Flood Projects 

1. Water flood projects are defined as those projects i n which water is 
injected i n t o a producing horizon i n s u f f i c i e n t q u a n t i t i e s and under 
s u f f i c i e n t pressure to stimulate the production of o i l from other 
wells i n the area, and shal l be l i m i t e d to those areas i n which the wells 
have reached an advanced state of depletion and are regarded as what is 
commonly referred to as " s t r i p p e r " w e l ls. 

2. A l l applications for establishment of water flood projects s h a l l be 3et fo r 
hearing. 

The project area of a water flood project s h a l l comprise the proration units 
owned or operated by a given operator upon which i n j e c t i o n wells are located 
plus a l l proration units owned or operated by the same operator which d i r e c t l y 
or diagonally o f f s e t the i n j e c t i o n t r a c t s and have producing wells completed 
on them i n the same formation; provided however, that a d d i t i o n a l proration 
u n i t s not d i r e c t l y nor diagonally o f f s e t t i n g an i n j e c t i o n t r a c t may be 
included i n the project area i f , a f t e r notice and hearing, i t has been 
established that such additional units have wells completed thereon which 
have experienced a substantial response to water i n j e c t i o n . 

3. The allowable assigned to wells i n a water flood. p r o j e c t area s h a l l be equal 
to the a b i l i t y of the wells to produce and s h a l l not be subject to the depth 
bracket allowable for the pool nor to the market demand percentage f a c t o r . 

Nothing herein contained s h a l l be construed as p r o h i b i t i n g the assignment of 
special allowables to wells in buffer zones a f t e r notice and hearing. Special 
allowables may also be assigned i n the l i m i t e d instances where i t is established 
at a hearing that i t i s imperative for the prote c t i o n of c o r r e l a t i v e r i g h t s to 
do so. 

A. Water flood projects may be expanded and ad d i t i o n a l wells placed on i n j e c t i o n only 
upon au t h o r i t y from the Division a f t e r notice and hearing or by administrative 
approval. 

The Division Director s h a l l have au t h o r i t y to grant an exception to the hearing 
requirements of Rule 701-A for conversion to i n j e c t i o n of add i t i o n a l wells 
provided that any such well is necessary to develop or maintain thorough and 
e f f i c i e n t waterflood i n j e c t i o n for any authorized project and provided that no 
objections are received pursuant to Rule 701-B(3). 

G. Storage Wells 

The Division Director s h a l l have authority to grant an exception to the hearing require
ments of Rule 701-A for the underground storage of l i q u a f i e d petroleum gas or l i q u i d hydro
carbons i n secure caverns w i t h i n massive s a l t beds, and provided no objections are received 
pursuant to Rule 701-B(3). 
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In addition to t h e - f i l i n g requirements of Rule 701-B, the applicant for approval of a 
storage well under t h i s r ule s h a l l f i l e the foll o w i n g : 

1. With the Division Director: 

(a) A plugging bond i n accordance w i t h the provisions of 
Rule 101; 

2. With the appropriate d i s t r i c t o f f i c e of the Division 
i n TRIPLICATE: 

(a) Form C-101, Application for Permit to d r i l l , Deepen, 
or Plug Back; 

(b) Form C-102, Well Location and Acreage Dedication 
Plat; and 

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

RULE 702. CASING AMD CEMENTING OF INJECTION WELLS 

Wells used f o r i n j e c t i o n of gas, a i r , water, or any other medium i n t o any formation s h a l l be 
cased with safe and adequate casing or tubing so as to prevent leakage, and such casing or tubing s h a l l 
be ao set and cemented as to prevent the movement of formation or inj e c t e d f l u i d from the i n j e c t i o n zone 
in t o any other zone or to the surface around the outside of any casing s t r i n g . 

RULE 703. OPERATION AND MAINTENANCE 

In j e c t i o n wells s h a l l be equipped, operated, monitored, and maintained to f a c i l i t a t e periodic 
t e s t i n g and to assure continued mechanical i n t e g r i t y which w i l l r e s u l t i n no s i g n i f i c a n t leak i n the 
tubular goods and packing materials used and no s i g n i f i c a n t f l u i d movement through v e r t i c a l channels 
adjacent to the w e l l bore. 

I n j e c t i o n p r o j e c t s , Including i n j e c t i o n wells and producing wells and a l l r e l a t e d surface 
f a c i l i t i e s s h a l l be operated and maintained at a l l times in such a manner as w i l l confine the injected 
f l u i d s to the i n t e r v a l or i n t e r v a l s approved and prevent surface damage or p o l l u t i o n r e s u l t i n g from 
leaks, breaks, or s p i l l s . 

Failure of any i n j e c t i o n w e l l , producing w e l l , or surface f a c i l i t y , which f a i l u r e may 
endanger underground sources of drinking water, s h a l l be reported under the "Immediate N o t i f i c a t i o n " 
procedure of Rule 116. 

In j e c t i o n w e l l or producing w e l l f a i l u r e s r e q u i r i n g casing re p a i r or cementing are' t o be 
reported to the Division p r i o r to commencement of workover operations. 

I n j e c t i o n wells or projects which have exhibited f a i l u r e to confine i n j e c t e d f l u i d s to the 
authorized i n j e c t i o n zone or zones may be subject to r e s t r i c t i o n of i n j e c t i o n volume and pressure, 
or s h u t - i n , u n t i l ' t h e f a i l u r e has been i d e n t i f i e d and corrected. 

RULE 704. TESTING AND MONITORING 

A. Testing 

Prior to commencement of i n j e c t i o n , wells s h a l l be tested to assure the i n i t i a l i n t e g r i t y 
of the casing and the tubing and packer, i f used, including pressure t e s t i n g of the casing-tubing annulus. 

At least once every f i v e years thereafter, i n j e c t i o n wells s h a l l be tested to assure t h e i r 
continued mechanical i n t e g r i t y . Tests demonstrating continued mechanical i n t e g r i t y s h a l l include the 
following: 

(a) measurement of annular pressures i n wells i n j e c t i n g at po s i t i v e pressures under 
a packer or a balanced-fluid seal; 

(b) pressure t e s t i n g of the casing-tubing annulus for wells i n j e c t i n g under 
vacuum conditions; and, 
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(c) such other tests which are demonstrably e f f e c t i v e and which may be 
approved for use by the Division. 

Notwithstanding the test procedures outlined above, the D i v i s i o n may require more comprehensive 
t e s t i n g of the i n j e c t i o n wells when deemed advisable, including the use of tracer surveys, noise logs, 
temperature logs, or other t e s t procedures or devices. 

In a d d i t i o n , the Division may order special tests to be conducted p r i o r to the expiration of 
fi v e years i f conditions are believed to so warrant. Any such special t e s t which demonstrates continued 
mechanical i n t e g r i t y of a we l l s h a l l be considered the equivalent of an i n i t i a l t e s t f o r test scheduling 
purposes, and the regular-5-year t e s t i n g schedule s h a l l be applicable t h e r e a f t e r . 

The i n j e c t i o n w e l l operator s h a l l advise the D i v i s i o n of the date and time any i n i t i a l , 5-year, 
01: special tests are to be commenced i n order that such tests may be witnessed. 

3. Monitoring 

I n j e c t i o n wells s h a l l be so equipped that the i n j e c t i o n pressure and annular pressure may 
bi> determined at the wellhead and the injected volume may be determined at least monthly. 

I n j e c t i o n wells used for storage s h a l l be so equipped that both i n j e c t e d and produced 
volumes may be determined at any time. 

R-IXLE 705. COMMENCEMENT, DISCONTINUANCE, AND ABANDONMENT OF INJECTION OPERATIONS 

The following provisions sha l l apply to a l l i n j e c t i o n p r o j e c t s , storage p r o j e c t s , s a l t water 
disposal wells and special purpose i n j e c t i o n w e l ls: 

A. Notice of Commencement and Discontinuance 

1„ Immediately upon the commencement of i n j e c t i o n operations i n any w e l l , the operator 
s h a l l n o t i f y the D i v i s i o n of the date such operations began. 

2„ Within 30 days a f t e r permanent cessation of gas. or l i q u e f i e d petroleum gas storage 
operations or w i t h i n 30 days a f t e r discontinuance of i n j e c t i o n operations i n t o any 
other w e l l , the operator shall, n o t i f y the Division of the date of such discontinuance 
and the reasons therefor. No i n j e c t i o n w e l l may be temporarily abandoned for a period 
exceeding s i x months unless the i n j e c t i o n i n t e r v a l has been i s o l a t e d by use of cement 
or a bridge plug The Director of the Division may delay the cement or bridge plug 
requirements above upon a demonstration that there i s a continuing need for such a 
w e l l , that the well exhibits mechanical i n t e g r i t y , and that continued temporary 
abandonment w i l l not endanger underground sources of drinking water. 

3. Before any i n j e c t i o n well i s plugged, the operator s h a l l obtain approval for the 
well's plugging program from the appropriate D i s t r i c t Office of the Division i n the 
same manner as when plugging o i l and gas wells or dry holes. 

B. Abandonment of I n j e c t i o n Operations 

1. Whenever there i s a continuous six-month period of non-injection i n t o any 
i n j e c t i o n p r o j e c t , storage p r o j e c t , s a l t water disposal w e l l , or special 
purpose i n j e c t i o n w e l l , such project or well s h a l l be considered abandoned, 
and the a u t h o r i t y for i n j e c t i o n s h a l l automatically terminate ipso facto. 

2. For good cause shown, the Division Director may grant an administrative extension 
or extensions of i n j e c t i o n a u t h o r i t y as an exception to Paragraph 1. above. 

BJJLE 706. RECORDS AND REPORTS 

The operator of an i n j e c t i o n well or project f o r secondary or other enhanced recovery, pressure 
maintenance, natural gas storage, s a l t water disposal, or i n j e c t i o n of any other f l u i d s s h a l l keep accurate 
records and sha l l report monthly to the Division gas or f l u i d volumes injected, stored, and/or produced 
1.1 required on the appropriate form l i s t e d below: 

1. Secondary or Other Enhanced Recovery on Form C-115; 

2. Pressure Maintenance on Form C-115 and as otherwise prescribed by the D i v i s i o n ; 
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3. Salt Water Disposal on Form C-120-A; 

4. Natural Gas Storage on Form C-131-A; and 

5. Injection of other fluids on a forra prescribed by the Division. 

The operator of a liquefied petroleum gas storage project shall report annually on Form C-131-B, 
Annual LPG Storage Report. 

RULE 707. RECLASSIFICATION OF WELLS 

The Division Director shall have authority to reclassify an injection well from any category 
defined in Rule 701-B to any other category without notice and hearing upon request and proper showing 
by the operator thereof. 

RULE 708. TRANSFER OF AUTHORITY TO INJECT 

Authority to inject granted under any order of the Division is not transferable except upon 
approval of the Division. Approval of transfer of authority to inject may be obtained by f i l i n g Form C-104 
in accordance with Rule 1104(5). 

The Division may require a demonstration of mechanical integrity prior to approving transfer 
of authority to inject. 
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J - OIL PURCHASING AND TRANSPORTING 

RULE 801. ILLEGAL SALE PROHIBITED 

The sale or purchase or ac q u i s i t i o n , or the transporting, r e f i n i n g , processing, or handling i n any 
other way, of crude petroleum o i l or of any crude petroleum produced i n excess of the amount allowed by any 
statute of t h i s state, or by any r u l e , regulation, or order of the Division made thereunder, i s prohibited. 

RULE 802. RATABLE TAKE: COMMON PURCHASER 

Ca) Every person now engaged or hereafter engaging i n the business of purchasing o i l co be 
transported through pipelines s h a l l be a common purchaser thereof, and s h a l l without di s c r i m i n a t i o n i n favor 
of one producer as against another i n the same f i e l d , purchase an o i l tendered to i t which has been l a w f u l l y 
produced i n the v i c i n i t y of, or which may be reasonably reached by pipelines through which i t i s transporting 
o i l , or the gathering branches thereof, or which may be delivered to the pipeline or gathering brandies 
thereof by truck or otherwise, and shal l f u l l y perform a l l the duties of a common purchaser. I f any common 
purchaser s h a l l not have need for a l l such o i l l a w f u l l y produced w i t h i n a f i e l d , or i f for any reason i t 
s h a l l be unable to purchase a l l such o i l , then i t sha l l purchase from each producer i n a f i e l d ratably, 
taking and purchasing the same quantity of o i l from each well to the extent that each w e l l i s capable of 
producing i t s ratable portions; provided, however, nothing herein contained s h a l l be construed to require 
more than one pipeline connection for each producing w e l l . In the event any such common purchaser of o i l 
i s likewise a producer or i s a f f i l i a t e d with a producer, d i r e c t l y or i n d i r e c t l y , i t i s hereby expressly 
prohibited from discriminating i n favor of i t s own production or i n favor of the production of an a f f i l i a t e d 
producer as against that of others and the o i l produced by such common pruchaser, or by the a f f i l i a t e of 
such common purchaser s h a l l be treated as that of any other producer, for the purposes of ratable taking. 

Cb) I t s h a l l be unlawful for any common purchaser, to unjustly or unreasonably discriminate 
as to the r e l a t i v e quantities of o i l purchased by i t i n various f i e l d s of the state; the question of the 
j u s t i c e or reasonableness to be determined by the Division, taking into consideration the production and 
age of wells i n the respective f i e l d s and a l l other factors. I t i s the i n t e n t of t h i s rule that a l l f i e l d s 
s h a l l be allowed to produce and market a j u s t and equitable share of the o i l produced and marketed i n the 
State, insofar as the same can be effected economically and without waste. 

Cc) In order to preclude premature abandonment, the common purchaser w i t h i n i t s purchasing 
area i s authorized and directed to make 100 percent purchases from units of s e t t l e d production producing ten 
CIO) barrels or less d a i l y of crude petroleum i n l i e u of ratable purchases or takings. Provided, however, 
where such purchaser's takings are cu r t a i l e d below ten (10) barrels per unit of crude petroleum d a i l y , then 
such purchaser i s authorized and directed to pruchase equally from a l l such units w i t h i n i t s purchasing area, 
regardless of t h e i r producing a b i l i t y insofar as they are capable of producing. 

RULE 803. PRODUCTION OF LIQUID HYDROCARBONS FROM GAS WELLS 

A l l l i q u i d hydrocarbons produced i n c i d e n t a l to the authorized production of gas from a we l l c l a s s i f i e d 
by the Division as a gas we l l s h a l l , for a l l purposes, be legal production. 

For purposes of th i s r u l e , a l l gas produced from a gas well s h a l l be considered to be authorized 
production with the following exceptions: 

Cl) When the well i s being produced without an approved Form C-104, designating the gas trans
porter and the o i l or condensate transporter for said well. 

C2) When the well has been directed to be shut i n by the Division. 

In the event a gas well i s directed to be shut i n by the Division, both the gas transporter and o i l 
transporter named on the well's Form C-104 s h a l l be immediately n o t i f i e d of such fact . 
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K - GAS PURCHASING AND TRANSPORTING 

RULE 901. ILLEGAL SALE PROHIBITED 

The sale, purchase or a c q u i s i t i o n , or the transporting, r e f i n i n g , processing or handling i n any other 
way, of natural gas i n whole or i n part (or of any product of natural gas so produced) produced i n excess 
of the amount allowed by any statute of t h i s state, or by any r u l e , regulation or order of the D i v i s i o n 
made thereunder, i s prohibited. 

RULE 902. RATABLE TAKE 

(a) Any person now or hereafter engaged i n purchasing from one or more producers, gas produced 
from gas wells s h a l l be a common purchaser thereof w i t h i n each common source of supply from which i t 
purchases, and as such i t s h a l l purchase gas l a w f u l l y produced from gas wells with which i t s gas transporta
t i o n f a c i l i t i e s are connected i n the pool and other gas wells with which i t s gas transportation f a c i l i t i e s 
are connected i n the pool and other gas l a w f u l l y produced w i t h i n the pool and tendered to a point on i t s 
gas transportation f a c i l i t i e s . Such purchases s h a l l be made without unreasonable d i s c r i m i n a t i o n i n favor 
of one producer against another i n the price paid, the quantities purchased, the bases of measurement or the 
gas transportation f a c i l i t i e s afforded for gas of l i k e quantity, q u a l i t y and pressure available from such 
wells. In the event any such person i s likewise a producer, he i s prohibited to the same extent from 
discriminating i n favor of himself on production from gas wells i n which he has an i n t e r e s t , d i r e c t or 
i n d i r e c t , as against other production from gas wells i n the same pool. For the purposes of t h i s r u l e 
reasonable differences i n prices paid or f a c i l i t i e s afforded, or both, s h a l l not constitute unreasonable 
discrimination i f such differences bear a f a i r relationship to differences i n q u a l i t y , quantity or pressure 
of the gas available or to the r e l a t i v e lengths of time during which such gas w i l l be available to the 
purchaser. The provisions of t h i s subsection s h a l l not apply (1) to any wells or pools used for storage 
and withdrawal from storage of natural gas o r i g i n a l l y produced not i n v i o l a t i o n of the ru l e s , regulations 
or orders of the Division, (2) to purchases of casinghead gas from o i l wells, and (3) to persons purchasing 
gas p r i n c i p a l l y for use i n the recovery or production of o i l or gas. 

(b) Any common purchaser taking gas produced from gas wells from a common source of supply s h a l l 
take ratably under such rules, regulations and orders, concerning quantity, as may be promulgated by the 
Division consistent with t h i s rule. The Division, i n promulgating such rules, regulations and orders may 
consider the q u a l i t y and the d e l i v e r a b i l i t y of the gas, the pressure of the gas at the point of de l i v e r y , 
acreage a t t r i b u t a b l e to the w e l l , market requirements i n the case of unprorated pools, and other pertinent 
factors. 

(c) Nothing i n t h i s r ule s h a l l be construed or applied to require, d i r e c t l y or i n d i r e c t l y , any 
person to purchase gas of a q u a l i t y or under a pressure or under any other condition by reason of which 
such gas cannot be economically and s a t i s f a c t o r i l y used by such purchaser by means of his gas transportation 
f a c i l i t i e s then i n service. 

K-1 



L - REFINING 

RULE 1001. REFINERY REPORTS 

Each r e f i n e r of o i l w i t h i n the State of New Mexico s h a l l furnish for each calendar month a "Refiner's 
Monthly Report," Form C-113, containing the information and data indicated by such form, respecting o i l 
and products Involved i n such r e f i n e r ' s operations during each month. Such report for each month s h a l l 
be prepared and f i l e d 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 gasoline plant, cyclying plant, or any other plant at which gasoline, butane, propane 
condensate, kerosene, o i l , or other l i q u i d products are extracted from natural gas w i t h i n the State of New 
Mexico s h a l l f u r n i s h for each calendar month a Gas Purchaser's Monthly Report, Form C - l l l , containing the 
information indicated by such form respecting natural gas and products involved i n the operation of each plant 
during each month. (This r u l e s h a l l also be applicable to plants 'in the State of New Mexico processing carbon 
dioxide gas in t o l i q u i d or s o l i d form.) 

Form C - l l l s h a l l be f i l e d in-accordance with the provisions of Rule 1111. 
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M - REPORTS 

Rule 1100. General 

A. Where to Fil e Reports 

Unless otherwise s p e c i f i c a l l y provided f o r i n any r u l e or order of the D i v i s i o n , a l l forms and 
reports required by these rules s h a l l be f i l e d with the appropriate D i s t r i c t Office of the Division as 
provided i n Rules 1301 and 1302. 

B. Additional Data 

These rules s h a l l not be construed Co l i m i t or r e s t r i c t the a u t h o r i t y of the O i l Conservation 
Division to require the fur n i s h i n g of such additional reports, data, or other information r e l a t i v e to the 
production, transportation, s t o r i n g , r e f i n i n g , processing, or handling of crude petroleum o i l , natural gas, 
or products i n the State of New Mexico as may appear to be necessary or desirable, e i t h e r generally or 
s p e c i f i c a l l y , for the prevention of waste and the conservation of natural resources of the State of New 
Mexico. 

C. Books and Records 

A l l producers, i n j e c t o r s , transporters, storers, r e f i n e r s , gaBoline or e x t r a c t i o n plant operators 
Creating plant operators, and i n i t i a l purchasers of natural gas w i t h i n the State of New Mexico s h a l l make 
and keep appropriate books and records f o r a period of noc less Chan f i v e years, covering t h e i r operacions 
i n New Mexico, from which they may be able to make and substantiate the reports required by these r u l e s . 

D. Written Notices, Requests, Permits and Reports 

The forms l i s t e d below s h a l l be used f o r Che purpose shown i n accordance with the ins t r u c t i o n s 
printed thereon and the r u l e covering the form, or any special r u l e or order pertaining to ics use. 

Form C-101 Application f o r Permit to D r i l l , 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 t o Transport O i l and Natural Gaa 
Form C-105 Well Completion or Recompletion Report and Log 
Form C-106 Notice of Inte n t i o n to U t i l i z e Automatic Custody Transfer Equipment 
Form C-107 Application for Multiple Completion 
Form C-108 Application f o r Authorization to I n j e c t 
Form C-109 Application f o r Discovery Allowable and Creation of a New Pool 
Form C - l l l 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 I and Sheet 2) 
Form C-115 Operator's Monthly Report 
Form C-115-EDP Operator's Monthly Report (elec t r o n i c data processing) 
Form C-116 Gas-Oil Ratio Tests 
Form C-1I7-A Sediment O i l Destruction Permit 
Form C-117-B SedimenC O i l Recovery Permit 
Form C-118 Treating Plant Operator's Monthly Report (Sheet I and Sheet 1-A) 
Form C-119 Carbon Black Plant Monthly Report 
Form C-120-A Monthly Water Disposal Report 
Form C-121 Crude O i l Purchaser's Nomination 
Form C-121-A Purchaser's Gas Nomination 
Form C-122 Multi-Point and One Point Back Pressure Test f o r Cas Wells 
Form C-122-A Gas Well Test Data Sheet - San Juan Basin ( I n i t i a l D e l i v e r a b i l i t y Test, blue paper 

Annual D e l i v e r a b i l i t y Test, white) 
Form C-122-B I n i t i a l Potential Test Data Sheet 
Form C-122-C D e l i v e r a b i l i t y Test Report 
Form C-122-D Worksheet for Calculation of Static Column Wellhead Pressure (P). 
Form C-122-E Worksheet f o r Stepwise Calculation of (Surface) (Subsurface) Pressure (P 4 P) 

(P f4 Pj) C W 

Form C-122-F Worksheet f o r Calculation of Wellhead Pressures (P or P ) from Known Bottomhole 
Pressure ( P for c w 

Form C-122-G Worksheet f o r Calculation of St a t i c 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-in Pressure Report 
Form C-126 Permit to Transport Recovered Load O i l 
Form C-127 Request for Allowable Change 
Form C-129 Application for Exception to No-Flare Rule 306 
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Form C-130 Notice of Disconnection 
Form C-131-A Monthly Cas Storage Report \., 
Porn C-131-B .Annual LPC Storage Report 

RULE 1101. APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK (Forn C-101) 

Before, cocncnclng d r i l l i n g or deepening operations, or before plugging a well back to another zone, 
the operator of the well must obtain a pennit to do so. To obtain such permit, the operator shall submit 
to the Division FIVE copies of Form C-301, Application for Permit to D r i l l , Deepen, or Plug Back, completely 
f i l l e d out. I f the operator has an approved bond ln accordance with Rule 101, one copy of the D r i l l i n g 
Permit w i l l be returned to him on which w i l l be noted the Division's approval, with any [codification deemed 
advisable. I f the proposal.cannot be approved for any reason, the Forms C-101 w i l l be returned with the cause 
for rejection stated thereon. 

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

I f the well is to be d r i l l e d 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 FLAT (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 
majority owner et a l . w i l l be sufficient. 

A l l information required on Form C-102 shall be f i l l e d 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 i n TRIPLICATE or QUADRUPLICATE as provided in Rule 1101. 

Amended Form C-102 (in TRIPLICATE or QUADRUPLICATE) shall be f i l e d in the event there is a change i n 
any of the information previously submitted. The well location need not be certified whsn f i l i n g 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 fi l e d with the appropriate District Office of the Division to 
obtain Division approval prior to commencing certain operations and also to report various completed 
operations. 

A. Foirm C-103 as a Notice of Intention 

Form C-103 shall be f i l e d i n 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 d r i l l i n g well's casing program or pulling casing or otherwise altering an existing 
well's casing i n s t a l l a t i o n . 

(3) Temporarily abandoning a well. 

(4) Plugging and abandoning a well. 

(5) Performing remedial work on a well which, when completed, w i l l affect the original status 
of the well. (This shall include making new perforations in existing wells or squeezing old 
perforations i n existing wells, but is not applicable to new wells in the process of being 
completed nor to old wells being deepened or plugged back to another zone when such re
completion has been authorized by an approved Form C-101, Application for Permit to D r i l l , 
Deepen, or Plug Back, nor to acidizing, 'racturing, or cleaning out previously completed 
wells, nor to i n s t a l l i n g a r t i f i c a l l i f t equipment.) 

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 s.jcks of cement and depths of plugs, and the time and date 
of the proposed plugging operations. I f not previously f i l e d , 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 w i l l not be released u n t i l 
this is complied with. 
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B. Form C-103 a3 a Subsequent Report 

Form C-103 as a subsequent report of operations s h a l l be f i l e d i n accordance with the section of 
t h i s rule applicable to the p a r t i c u l a r operation being reported. 

Form C-103 i s to be used i n reporting such completed operations as: 

(1) Commencement of d r i l l i n g operations 
(2) Casing and cement test 
(3) A l t e r i n g a well's casing i n s t a l l a t i o n 
(4) Temporary abandonment 
(5) Plug and Abandon 
(6) Plugging back or deepening 
(7) Remedial work 
(8) I n s t a l l a t i o n of a r t i f i c i a l l i f t i n g equipment 
(9) Change i n ownership of a d r i l l i n g w ell 

(10) Such other operations which affect the o r i g i n a l status of the well but which are not s p e c i f i c a l l y 
covered herein. 

Information to be entered on Form C-103, Subsequent Report, for a p a r t i c u l a r operation i s as follows: 

(1) Report of Commencement of D r i l l i n g Operations 

Within ten days following the commencement of d r i l l i n g operations, the operator of the well s h a l l 
f i l e a report thereof on Form C-103 i n TRIPLICATE. Such report s h a l l indicate the hour and the date the w e l l 
was spudded. 

(2) Report of Results of Test of Casing and Cement Job; Report of Casing A l t e r a t i o n 

A report of casing and cement test s h a l l be f i l e d by the operator of the well w i t h i n ten days 
following the s e t t i n g of each s t r i n g of casing or l i n e r . Said report s h a l l be f i l e d i n TRIPLICATE on Form 
C-103 and s h a l l present a detailed description of the test method employed and the results obtained by such 
t e s t , and any other pertinent information required by Rule 107. The report s h a l l also indicate the top 
of the cement and the means by which such top was determined. I t s h a l l also indicate any changes from the 
casing program previously authorized for the w e l l . 

(3) Report of Temporary Abandonment 

A report of temporary abandonment of a well s h a l l be f i l e d by the operator of the well w i t h i n ten 
days following completion of the work. The report sh a l l be f i l e d i n TRIPLICATE and s h a l l present a detailed 
account of the work done on the w e l l , including location and type of plugs used, i f any and status of 
surface and downhole equipment, and any other pertinent information r e l a t i v e to the o v e r a l l status of the w e l l . 

(4) Report on Plugging of Well 

A report of plugging operations s h a l l be f i l e d by the operator of the well w i t h i n 30 days following 
completion of plugging operations on any w e l l . Said report s h a l l be f i l e d i n TRIPLICATE on Form C-103 and s h a l l 
include the date the plugging operations were begun and the date the work was completed, a detailed account 
of the manner i n which the work was performed including the depths and lengths of the various plugs set, 
the nature and quantities of materials employed i n the plugging operations including the weight of the mud used, 
the size and depth of a l l casing l e f t i n the hole, and any other pertinent information. (See Rules 201-204 
regarding plugging operations.) 

Ho plugging report w i l l be approved by the Division u n t i l the p i t s have been f i l l e d and the 
location leve l l e d and cleared of junk. I t s h a l l be the r e s p o n s i b i l i t y of the operator to contact the 
appropriate D i s t r i c t Office of the Division when the location has been so restored i n order to arrange for an 
inspection of the plugged w e l l and the location by a Division representative. 

(5) Report of Remedial Work 

A report of remedial work performed on a w e l l s h a l l be f i l e d by the operator of the well w i t h i n 
30 days following completion of such work. Said report s h a l l be f i l e d i n QUADRUPLICATE on Form C-103 and 
s h a l l present a detailed account of the work done and the manner i n which such work was performed; the dail y 
production of o i l , gas, and water both p r i o r to and af t e r the remedial operation; the size and depth of shots; 
the quantity of sand, crude, chemical or other materials employed i n the operation, and any other pertinent 
information. Among the remedial work to be reported on Form C-103 are the following: 

Ca) Report on shooting, f l u i d f r a c t u r i n g or chemical treatment of a previously completed w e l l 
Cb) Report on squeeze job 
Cc) Report on s e t t i n g of l i n e r or packer 
Cd) Report of i n s t a l l a t i o n of pumping equipment or gae l i f t f a c i l i t i e s 
Ce) Report of any other remedial operations which are not s p e c i f i c a l l y covered herein. 
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(6) Report on Deepening or Plugging Back 

A report of deepening or plugging back shal l be f i l e d by the operator of the well w i t h i n 30 days 
following completion of such operations on any well. Said report s h a l l be f i l e d i n QUADRUPLICATE on Form 
C-103 and sh a l l present a detailed account of the work done and the manner i n which such work was performed. 
I f the w e l l i s recompleted i n the same pool, i t sh a l l also report the dail y production of o i l , gas, and water bot 
p r i o r to and a f t e r recompletion. I f the well is recompleted i n anocher pool, Form C-104 must also be f i l e d 
i n accordance with Rule 1104, 

(7) Report of Change i n Ownership of a D r i l l i n g Well 

A report of change of ownership shall, be f i l e d by the new owner of any d r i l l i n g w e l l w i t h i n ten 
days following actual transfer of ownership. Said report s h a l l be f i l e d i n TRIPLICATE on Form C-103 and s h a l l 
include the name and address of both the new owner and the previous owner, the e f f e c t i v e date of the change 
of ownership, and any other pertinent information. No,change i n the ownership of a d r i l l i n g w e l l w i l l be 
approved by the Division unless the new owner has an approved bond i n accordance with Rule 101. (Form C-104 
sh a l l be used to report transfer of ownership of a completed w e l l ; see Rule 1104.) 

(8) Other Reports on .Wells 

Reports on any other operations which affect the o r i g i n a l status of the w e l l but which are not 
s p e c i f i c a l l y covered herein s h a l l be submitted to the Division on Form C-103, i n TRIPLICATE, by the operator 
of the w e l l w i t h i n ten days following the completion of such operation. 

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

(1) Form C-104 completely f i l l e d out by the operator of the w e l l must be f i l e d i n QUINTUPLICATE 
before an allowable w i l l be assigned to any newly completed or recompleted w e l l . (A recompleted w e l l s h a l l 
be considered one which has been deepened or plugged back to produce from a d i f f e r e n t pool than previously.) 
Form C-104- must be accompanied by a tabulation of a l l deviation tests taken on the well as provided by Rule 
111. ' 

(2) The allowable assigned to an o i l well shall.be e f f e c t i v e 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 s h a l l be that date when new o i l ' i s delivered into the stock tanks. 

Unless otherwise specified by special pool rules, the allowable assigned to a gas w e l l s h a l l be 
ef f e c t i v e at 7:00 o'clock a.m. on the- date of connection to a gas transportation f a c i l i t y , as evidenced by 
an a f f i d a v i t of connection from the purchaser to the Division, or the date of receipt of Form C-104 by the 
Divis i o n , whichever date i s l a t e r . 

(3) Mo allowable w i l l be assigned to any well u n t i l a standard u n i t for the pool i n which the w e i i 
is completed has been dedicated by the owner, or a non-standard u n i t has been approved by the D i v i s i o n , or a 
standard u n i t has been communitized or pooled and dedicated to the w e l l . 

(4) No allowable w i l l be assigned to any well u n t i l a l l forms and reports due have been received by 
the Division and the w e l l i s otherwise i n f u l l compliance with these rules. 

(5) Form C-104 with Sections I , I I , I I I , and VI, completely f i l l e d out sh a l l be f i l e d i n 
QUINTUPLICATE by the operator of the well i n the event there i s a change of ownership of any producing w e l l , 
i n j e c t i o n w e l l , or disposal w e l l , or a change of transporter ( o i l , condensate, casinghead gas, or dry gas), 
a change i n pool designation, lease name, or well number, or any other pertinent change i n condition of 
any such w e l l . When f i l i n g Form C-104 for change of ownership, the new operator s h a l l f i l e the form in the 
above manner, and s h a l l give the name and address of: the previous as well as the present operator. The 
Form C-104 w i l l not be approved by the Division unless the new operator has an approved bond i n compliance 
wi t h Rule 101. 

(6) Whenever there i s a temporary change i n transporter and o i l i s to be moved from the lease by 
anyone other than the regular transporter authorized by- an approved Form C-104, the operator s h a l l n o t i f y 
the appropriate D i s t r i c t Office of the Division i n w r i t i n g w i t h i n three days a f t e r the o i l i s moved, 
furnishing such information as may be required by the D i s t r i c t Office. The operator s h a l l furnish copies 
of the n o t i f i c a t i o n to the regular transporter and to the temporary transporter. This paragraph i s 
intended to deal p r i m a r i l y with authorized batch movements of o i l by the operator for use as load o i l , frac 
o i l , etc.; eventual sale of t h i s o i l i s 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 w e l l , the operator s h a l l f i l e Form C-105 
with the Division. I t must be f i l e d i n QUINTUPLICATE and each copy accompanied by a summary of a l l special 
tests conducted cn tlie w e l l , including d r i l l stem tests . In addi t i o n , one copy of a l l e l e c t r i c a l and 
r a d i o - a c t i v i t y logs run on the well must be f i l e d with Form C-105. I f the Form C-105 with attached log(s) 
and summaries i s not received by the Division within the specified 20-day period, the allowable for the w e l l 
w i l l be withheld u n t i l t h i s rule has been complied with. 
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In tlie cn.ie of a dry hole, a complete record of the we l l on Form C-105 wit h lhe above attachments 
sh a l l accompany the notice of in t e n t i o n to plug the w e l l , unless previously f i l e d . The plugging report w i l l 
not be approved nor the bond released u n t i l t h i s rule has been complied w i t h . 

Form C-105 and accompanying attachments w i l l not be kept c o n f i d e n t i a l by the Div i s i o n unless so r e 
quested i n w r i t i n g by the owner of the w e l l . Upon such request, the Division w i l l keep these data c o n f i d e n t i a l 
for 90 days from the date of completion of the w e l l , provided, however, that the rep o r t , l o g ( s ) , and other 
attached data may, when pertinent, be introduced i n any public hearing before the Division or i t s examiners or 
l n any court of law, regardless of the request that they be kept c o n f i d e n t i a l . 

RULE 1106. MOT ICE OF l i n c n i O U TO UTILIZE AUTOMATIC CUSTODY TRANSFER EQUIPMENT (Form C-106) 

Form C-106, when applicable, s h a l l be f i l e d i n accordance w i t h Rule 309-A. 

RULE 1107. APPLICATION FOR MULTIPLE COMPLETION (Form C-107) 

Form C-107, when applicable, s h a l l be f i l e d i n accordance w i t h Rule 112-A IV. 

RULE 1108. APPLICATION FOR AUTHORIZATION TO INJECT (Foras C-108) 

Form C-108 s h a l l be f i l e d i n accordance with Rule 701-B. 

RULE 1109. APPLICATION FOR DISCOVERY ALLOWABLE AND CREATION OF A NEW POOL (Form C-109) 

Form C-109, when applicable, s h a l l be f i l e d i n accordance w i t h Rule 509. 

RULE 1110. No Rule; there i s no Form C-110 at present. 

RULE 1111. GAS PURCHASER'S MONTHLY REPORT (Form C - l l l ) 

Form C - l l l , Gas Purchaser's Monthly Report, s h a l l be f i l e d monthly i n accordance w i t h the rules below. 
I t s h a l l be postmarked on or before the 15th day of the month to report a l l gas taken during the preceding 
month. One copy s h a l l be f i l e d w i t h the appropriate D i s t r i c t O f f ice of the Div i s i o n and two copies with the 
Santa Fe Office of the Division. One a d d i t i o n a l copy s h a l l also be sent to the Hobbs Office of the D i v i s i o n . 
Information on Sheet No. 2 of Form C - l l l s h a l l be itemized by pools, by operators, and by leases, i n 
alphabetical order. 

Form C - l l l s h a l l be f i l e d each month by the operator of any gas gathering system, gas trans p o r t a t i o n 
system, recycling system, f u e l system, gas l i f t system, gas d r i l l i n g operation, etc. The form s h a l l cover 
a l l natural gas, casinghead gas, and carbon dioxide gas taken i n t o any such system during the preceding 
month and s h a l l show the source of the gas and the d i s p o s i t i o n thereof. 

Form C - l l l s h a l l also be f i l e d each month by the operator of any gasoline p l a n t , c y c l i n g p l a n t , or 
other plant at which gasoline, butane, propane, kerosene, o i l , or other products are extracted from gas 
w i t h i n the State of New Mexico. The form s h a l l cover a l l n a tural gas, casinghead gas, and carbon dioxide 
gas taken by any such plant during the preceding month and s h a l l show the source of the gas and the d i s 
p o s i t i o n thereof. I f a plant operator owns more than one plant I n a given Division D i s t r i c t , Sheet No. 1 
of Form C - l l l s h a l l be f i l e d f o r each such plant. In preparing Sheet No. 2, the plant operator s h a l l 
consolidate a l l acquisitions for a l l plants i n the D i s t r i c t , itemized i n the order described i n the f i r s t 
paragraph of t h i s r u l e . 

Where gas i s taken by the producer and u t i l i z e d by him f o r any of the above uses, the producer s h a l l 
f i l e Form C - l l l itemizing such gas. The producer s h a l l also include t h i s gas on his Operator's Monthly 
Report, Form C-115. Gas used on the lease from which i t was produced f o r consumption i n lease houses, 
trea t e r s , compressors, combustion engines, and other s i m i l a r equipment, or gas which i s f l a r e d , s h a l l also 
be included on the Form C-115 but i s not to be included on the Form C - l l l . 

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

Each transporter and each storer of crude petroleum o i l and l i q u i d hydrocarbons w i t h i n the State of 
New Mexico s h a l l f i l e for each calendar month a Transporter's and Storer's Monthly Report, Form C-112, 
containing complece information and data indicated by such form respecting stocks of crude petroleum o i l 
and l i q u i d hydrocarbons on hand and receipts and de l i v e r i e s of crude petroleum o i l and l i q u i d hydrocarbons 
by pipeline and trucks w i t h i n the State of New Mexico, anc receipts and de l i v e r i e s from leases to storers 
or r e f i n e r s ; between transporters w i t h i n the State; between storers and refi n e r s w i t h i n the State. Form 
C-112 s h a l l be f i l e d i n DUPLICATE and postmarked on or before the 15th day of the next succeeding month. 

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

Every r e f i n e r of crude petroleum o i l w i t h i n the State of New Mexico s h a l l furnish for each calendar 
month a Refiner's Monthly Report, Form C-113, containing che information and data indicated by such form 
respecting crude petroleum o i l and products involved i n such r e f i n e r ' s operation during each month. Such 
report for each month shal l be f i l e d i n DUPLICATE and be postmarked on or before the 15th day of the next 
succeeding month. 
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RULE 1114. So Rule; there 1B no Form C-114 at present. 

RULE 1115. OPERATOR'S MONTHLY REPORT (Form C-U5) 

Operator's Monthly Report, Forra C-U5 or Form C-115-EDP, s h a l l be f i l e d on each producing 
lease and each secondary or other enhanced recovery project or pressure maintenance project i n j e c t i o n 
tfell w i t h i n the State of New Mexico f o r each calendar month, s e t t i n g f o r t h complete information and 
data indicated on said forma i n the order, format, and s t y l e prescribed by the Division Director. 
Oil production from wells which are producing i n t o common storage s h a l l be estimated as accurately 
as possible on che basis of pieriodic t e s t s . 

The reports on t h i s form s h a l l be f i l e d by the producer as fol l o w s : 

O r i g i n a l to the O i l Conservation D i v i s i o n t i t Santa Fe; one copy to che D i s t r i c t 
Office of the Division i n which d i s t r i c t the lease i s located; and one copy co each 
transporter involved. Each report f o r each month shall' be postmarked not lacer than 
the 24th day of nexc succeeding monch. Failure: of an operator co f i l e Chis report 
i n accordance with the provisions of t h i s rule may r e s u l t i n can c e l l a t i o n of Form C-104 
for the affected well or wells and/or cancellation of a u t h o r i t y to i n j e c t . 

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

Gas-oll r a t i o tests s h a l l be made and reported on Form C-116 as prescribed i n Rule 301, Gas-Oil Ratio 
Tests, and any applicable special pool r u l e s . This forra s h a l l be submitted i n DUPLICATE. 

RULE 1117. SEDIMENT OIL DISPOSITION PERMITS (Form C-117-A and Form C-117-3) 

(a) Form C-117-A, Sediment O i l Destruction Permit, s h a l l be submitted to the appropriate D i s t r i c t 
Office of the D i v i s i o n i n TRIPLICATE and i n accordance w i t h Rule 311 ( b ) . 

(b) Form C-117-B, Sediment O i l Recovery Permit, s h a l l be submitted to the appropriate D i s t r i c t 
Office of the D i v i s i o n i n QUADRUPLICATE and i n accordance w i t h Rule 311 ( c ) . 

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

Form C-118 s h a l l be submitted i n DUPLICATE i n accordance w i t h Rule 312, and s h a l l contain a l l the 
information required thereon. Column 1 of Sheet 1-A of Form C-118 e n t i t l e d "Permit Number," has reference co 
the Sediment O i l Recovery Permit, Form C-117-B, fo r each l o t of o i l picked up f o r processing. 

RULE 1119. CARBON BLACK PLAXT MONTHLY REPORT (Forra C-119) 

Each operator of a carbon black plant w i t h i n the State of New Mexico s h a l l f i l e f o r each calendar month 
the montlily volume of gas received by him from a gasoline e x t r a c t i o n plant or pl a n t s , and a monthly volume 
or volumes of gas received by him from each lease operator d e l i v e r i n g n atural gas d i r e c t l y to such pl a n t , 
together w i t h the opening and closing stocks and the production and d e l i v e r i e s by grades of carbon black 
or other products produced. Such reports s h a l l be f i l e d i n 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 a d d i t i o n , Form 
C - l l l s h a l l be f i l e d each month i n accordance w i t h Rule 1111 i f the Carbon Slack Plant operator =akes any 
purchase: d i r e c t l y from a lease or operates any gas gathering or transmission system. 

f 
RULE 1120. MONTHLY WATER DISPOSAL REPORT (Form C-120-A) ' 

Each operator of a s a l t water disposal system s h a l l report such operations on Form C-120-A. Form 
C-120-A s h a l l be f i l e d i n DUPLICATE (one copy w i t h the Santa Fe O f f i c e and one copy w i t h the appropriate 
d i s t r i c t o f f i c e ) and s h a l l be postmarked not l a t e r than the 15th day of the second succeeding month. 

RULE 1121. PURCHASER'S NOMINATION FORMS (Form C-121 and Form C-121-A) 

Unless requested otherwise by the D i v i s i o n Director, one copy of Forra C-121, Crude O i l Purchaser's 
Nomination, s h a l l be submitted to the Santa Fe Office of the Div i s i o n not l a t e r than the 20th day of 
each odd-numbered month. Nominations s h a l l be f i l e d by each person expecting to purchase o i l from producing 
wells i n Mew Mexico during the second and t h i r d succeeding two months. As an example, nominations submitted 
by the 20th day of July s h a l l i ndicate the amount of o i l the purchaser desires to purchase d a i l y during 
September and October. 

One copy of Form C-121-A, Purchaser's Gas Nomination, s h a l l be submitted to the Santa Fe Office of 
the Division by the f i r s t day of the month during which the Division w i l l consider at the gas allowable 
hearing the nominations for the purchase of gas from producing wells i n New Mexico during the succeeding month. 
As an example, purchaser's nominations to take gas from a pool during the month of August would bo considered 
by the D i v i s i o n at a hearing during July, and should be submitted to the Santa Fe o f f i c e of che D i v i s i o n 
by July 1. 
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In a d d i t i o n co che nonchly gas nominations, twelve-months nominations s h a l l be f i l e d i n accordance wich 
che approprlace 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 (P ) (Form C-122-D) 
W 

WORKSHEET FOR STEPWISE CALCULATION OF (SURFACE) (SUBSURFACE) PRESSURE (P ( P ) (P. 1 P ) 
(Fom C-122-E) c w t s 

WORKSHEET FOR CALCULATION OF WELLHEAD PRESSURES (P or P„) FROM KNOWN BOTTOMHOLE PRESSURE 
(P f or P g) (Form C-122-F)

 C 

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

The above forms s h a l l be submitted to the appropriate d i s t r i c t o f f i c e of the D i v i s i o n i n accordance 
with the provisions of the "Manual for Back-Pressure Testing of Natural Gas Wells," Rule 401 of the D i v i s i o n 
Rules and Regulations, and applicable special pool rules and proration orders. These forms s h a l l be submitted 
i n DUPLICATE except Form C-122-A which s h a l l be submitted i n 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 w e l l which requires the creation or extension of a pool s h a l l be given w r i t t e n i n s t r u c t i o n s 
by the appropriate d i s t r i c t o f f i c e regarding the f i l i n g of Form C-123 i n DUPLICATE. 

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

Form C-124 s h a l l be submitted i n TRIPLICATE and s h a l l be used to report bottom-hole pressures as required 
under the provisions of Rule 302 and any applicable special pool r u l e s . 

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

Form C-125 s h a l l be submitted i n TRIPLICATE and s h a l l be used to report shut-in pressure tests on gas 
wells as required under the provisions of Rule 402 and any applicable special pool r u l e s . 

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

Form C-126 s h a l l be submitted i n QUADRUPLICATE to the appropriate D i s t r i c t O f f i c e of the Division and 
sha l l be used i n conformance w i t h Rule 508 and Rule 1104 (6). 

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

One copy of Form C-127 sh a l l be f i l e d by the o i l producer w i t h the appropriate D i s t r i c t O f f ice of the 
Division not l a t e r than the 10th day of the month preceding the month f o r which o i l w e l l allowable changes are 
requested. 

RULE 1128. FORMS REQUIRED ON FEDERAL LAND 

Federal forms s h a l l be used i n l i e u of State forms when f i l i n g APPLICATION FOR PERMIT TO DRILL, DEEPEN, 
OR PLUG BACK and SUNDRY NOTICES A.\T) REPORTS ON WELLS AND WELL COMPLETION OR RECOMPLETION REPORT AND LOG f o r 
wells on Federal lands i n New Mexico. However, i t s h a l l be the duty of the operator to submit two extra copies 
of each of such forms to the USGS, which, upon approval, w i l l transmit same to the D i v i s i o n . The f o l l o w i n g 
USGS forms w i l l be used i n l i e u of Div i s i o n forms by operators of wells on Federal land: 

USGS Form No. T i t l e of Form Form No. 
(Same f o r 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 C-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 i n place of Div i s i o n forms. 

After a w e l l i s completed and ready f o r p i p e l i n e connection, D i v i s i o n Form C-104 s h a l l be f i l e d w i t h the 
Division on any and a l l wells d r i l l e d i n the State, regardless of land status. Further, a l l reports and forms 
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ss required under che preceding rules of this sccclon of the Rules and Regulacions chac pertain co produccion 
must be fil e d on the proper Oil Conservacion Division forra as sec out in said rule - no other fonas w i l l be 
accepted. 

Failure to comply with the provisions of this rule w i l l 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 f i l e d i n accordance with Rule 306. 

RULE 1130. NOTICE OF DISCONNECTION (Form C-130) 

(1) Form C-130, Notice of Disconnection, shall be f i l e d i n t r i p l i c a t e wich che Division by che 
operator of che well as provided in Rule 407. 

(2) The operator shall stace, to the best of his knowledge, the reasons for disconnecting any gas 
well from gas transportation f a c i l i t i e s . 

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

RULE 1131. MONTHLY GAS STORAGE REPORT (Form C-131-A) 
ANNUAL LPG STORAGE REPORT (Form C-131-B) 

Each operator of an underground natural gas storage project shall report i t s operation 
monthly on Form C-131-A. Form C-131-A shall be f i l e d in duplicate (one copy to the 
appropriate d i s t r i c t office) and shall be postmarked not later than the 24th day of che 
next succeeding month. 

Each operator of an underground liquefied petroleum gas storage project 
approved by the Division shall report i t s operation annually on Forra C-131-B. 
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N - RULES ON PROCEDURE 

RULE 1201. NECESSITY FOR HEARING 

Except as provided i n some general rule herein, before any rul e , regulation or order, including re
vocation, changes, renewal or extension thereof, s h a l l be made by the Division, a public hearing before the 
Commission or a l e g a l l y appointed Division Examiner s h a l l be held at such time and place as may be prescribed 
by the Division. 

RULE 1202. EMERGENCY ORDERS 

Notwithstanding any other provision of these rules, i n case an emergency i s found to ex i s t by the 
Division, which, i n i t s judgment, requires the making of a rul e , regulation, or order without a hearing 
having f i r s t been had or concluded, such emergency r u l e , regulation, or order when made by the Division s h a l l 
have the same v a l i d i t y as. i f a hearing with respect to the same had been held before the Division a f t e r due 
notice. Such emergency ru l e , regulation, or order s h a l l remain i n force no longer than 15 days from i t s 
e f f e c t i v e date, and i n any event, i t s h a l l expire when the rul e , regulation, or order made a f t e r due notice 
and hearing with respect to the subject matter of such emergency ru l e , regulation, or order becomes e f f e c t i v e . 

RULE 1203. METHOD OF INITIATING A HEARING 

The Division upon i t s own motion, the Attorney General on behalf of the State, and any operator or 
producer, or any other person having a property i n t e r e s t may i n s t i t u t e proceedings for a hearing. I f the 
hearing i s sought by the Division i t s h a l l be on motion of the Division and i f by any other person i t s h a l l be 
by application. The application s h a l l be i n t r i p l i c a t e and s h a l l 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) b r i e f l y the general nature of the order, r u l e , or regulation sought, and (4) any other matter required by 
a p a r t i c u l a r rule or rules, or order of the Division. The application s h a l l 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 w i l l accept such verbal ap p l i c a t i o n i n order to meet publishing deadlines. However, i f w r i t t e n 
application, f i l e d i n accordance with the procedures outlined above, has not been received by the Division's 
Santa Fe o f f i c e at least ten days before the date of the hearing, the case w i l l be dismissed. 

RULE 1204. METHOD OF GIVING LEGAL NOTICE FOR HEARING 

Notice of each hearing before the Commission and notice of each hearing before a Division Examiner s h a l l be 
given by personal service on the person affected or by publication once i n a newspaper of general c i r c u l a t i o n 
published at Santa Fe, New Mexico, and once i n a newspaper of general c i r c u l a t i o n published i n the county or 
each of the counties, i f there be more than one, i n which any land, o i l , or gas, or other property which may be 
affected i s situated. 

RULE 1205, CONTENTS OF NOTICE OF HEARING 

Such notice sh a l l be issued i n the name of "The State of New Mexico" and s h a l l be signed by the Director 
of the Division, and the seal of the Commission s h a l l be impressed thereon. 

The notice s h a l l specify whether the case i s set for hearing before the Commission or before a Div i s i o n 
Examiner and s h a l l state the number and s t y l e of the case and the time and place of hearing and s h a l l b r i e f l y 
state the general nature of the order or orders, rule or rules, regulation or regulations to be promulgated 
or effected. The notice s h a l l also state the name of the p e t i t i o n e r or applicant, i f any, and unless the 
contemplated order, r u l e , or regulation i s intended to apply to and affect the en t i r e s t a t e , i t s h a l l 
specify or generally describe the common source or sources of supply which may be affected by such order, 
r u l e , 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 i n the same manner as i s provided by law for the service of summons i n c i v i l actions 
i n the d i s t r i c t courts of t h i s state. Such service s h a l l be complete at the time of such personal service or 
on the date of publication, as the case may be. Proof of service s h a l l be by the a f f i d a v i t of the person 
making personal service or of the publisher of the newspaper i n which publication i s had. Service of the notice 
s h a l l be made at least 10 days before the hearing. 

RULE 1207. PREPARATION OF NOTICES 

After a motion or appli c a t i o n i s f i l e d w i t h the Division the notice or notices required s h a l l be prepared 
by the Division and service and publication thereof s h a l l be taken care of by the Division without cost to 
the applicant. 
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RULE 1208. FILING PLEADINGS: COPY DELIVERED TO ADVERSE PARTY OR PARTIES 

When any party to a hearing f i l e s any pleading, plea, or motion of any character (other than application 
for hearing) which i s not by lav; or by these rulen required to be served upon the adverse party or parties, he 
sh a l l at the sane time either deliver or mail to the adverse party or parties who have entered t h e i r 
appearance therein, or the i r respective attorneys of record, a copy of such pleading, plea, or motion. For 
the purposes of these rules, an appearance of any- interested party- s h a l l be made either by l e t t e r 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. CONTINUANCE OF HEARING WITHOUT NEW SERVICE 

Any hearing before the Commission or an Examiner held a f t e r 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 avent of any continuance, a statement thereof s h a l l be made i n the record of 
the hearing which i s continued. 

RULE 1210. CONDUCT OF HEARINGS 

Hearings before the Commission or Examiner shall be conducted without r i g i d f o rmality. A tr a n s c r i p t 
of testimony s h a l l be taken and preserved as a part of the permanent record of the Division. Any person 
t e s t i f y i n g i n 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 t e s t i f y in support of an application-or motion 
or i n opposition thereto s h a l l be required to do so under oath. However, relevant unsworn comments and 
observations by any interested party w i l l be designated as such and included i n the record. Comments and 
observations by representatives of operators' committe.es, 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 l e g a l l y 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 lias 
statutory power to subpoena witnesses and to require- the production of books, papers, and records i n any pro
ceeding before the Commission or Division. A subpoena w i l l be issued for attendance at a hearing upon the 
w r i t t e n request of any person interested i n the subject matter of the hearing. In case of the f a i l u r e 
of a person to comply with the subpoena issued, 'an attachment of, the person may be issued by the d i s t r i c t 
court of any d i s t r i c t i n the state, and such court has powers to punish for contempt. Any person found g u i l t y 
of swearing f a l s e l y at any hearing nay be punished for contempt. 

RULE 1212. RULES OF EVIDENCE 

Fu l l opportunity sh a l l be afforded a l l interested parties at a hearing to present evidence and to cross-
examine witnesses, In general, the rules of evidence applicable i n a t r i a l before a court without a j u r y 
s h a l l be applicable, provided that such rules may be relaxed, where, by so doing, the ends of j u s t i c e w i l l be 
better served. No order sha l l be made which i s not supported by competent legal evidence. 

RULE 1213. EXAMINERS' QUALIFICATION'S AND APPOINTMENT 

The Division Director s h a l l , by ex parte order, designate and appoint not more than four i n d i v i d u a l s 
to be examiners., Each Examiner so appointed s h a l l be a member of the s t a f f of the Division, but no Examiner 
need be a f u l l 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 i s terminated for any reason. Each i n d i v i d u a l 
designated and appointed as an Examiner must have at least s i x years p r a c t i c a l experience as a geologist, 
petroleum engineer or licensed laywer, or at least two years of such experience and a college degree i n 
geology, engineering, or law; provided however, that nothing herein contained s h a l l prevent any member of 
the Commission from being designated as, or serving as, an Examiner. 

RULE 1214. REFERRAL OF CASES TO EXAMINERS 

The D i v i s i o n Director may refer any matter or proceeding to any l e g a l l y designated and appointed 
Examiner for hearing i n accordance with these rules. The Examiner appointed to hear any s p e c i f i c case s h a l l 
be designated by name. 

RULE 1215. EXAMINER'S POWER AND AUTHORITY 

The D i v i s i o n Director may, by ex parte order, l i m i t the powers and duties of the Examiner i n any 
pa r t i c u l a r case to such issues or to the performance of such acts as the Director deems expedient; however, 
subject only to such l i m i t a t i o n s as may be ordered by the Director, the Examiner to whom any matter or 
proceedings i s referred under these rules s h a l l have f u l l a u t h o r i t y to held hearings on such matter or 
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proceeding i n accordance with and pursuant co these rules. The Examiner s h a l l have the power to regulate 
a l l proceedings before him and to perform a l l acts and take a l l measures necessary or proper for the. 
e f f i c i e n t and orderly conduct of such hearing, including the swearing of witnesses, receiving of testimony 
and exhibits offered i n evidence subject to such objections as may be imposed, and s h a l l cause a complete 
record of the proceedings to be made and transcribed and s h a l l c e r t i f y 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 s h a l l be held before 
the Commission (1) i f i t i s a hearing de novo, or. (2) i f the Division Director i n his d i s c r e t i o n desires 
the Commission to hear the matter.. 

RULE 1217. EXAMINER' S MANNER OF CONDUCTING HEARING 

An Examiner conducting a hearing under these rules s h a l l conduct himself as a disinterested umpire. 

RULE 1218. REPORT AND RECOMMENDATIONS, EXAMINER'S HEARINGS 

Upon the conclusion of any hearing before an Examiner, the Examiner s h a l l promptly consider the pro-
.ceedings i n such hearing, and based upon the record of such hearing the Examiner s h a l l prepare his w r i t t e n 
report and recommendations for the disposition of the matter of proceeding by the Division. Such report and 
recommendations s h a l l either be accompanied by a proposed order or s h a l l be i n the form of a proposed order, 
and s h a l l be submitted to the Division Director with the c e r t i f i e d record of the hearing. 

RULE 1219. DISPOSITION OF CASES HEARD BY EXAMINERS 

After receipt of the report and recommendations of the Examiner, the D i v i s i o n Director s h a l l 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 s h a l l have the r i g h t to have such matter or proceeding heard de novo before 
the Commission, provided that w i t h i n 30 days from the date such order i s rendered such party f i l e s with che 
Division a wricten application for such hearing before the Commission. I f such application is f i l e d , the 
matter or proceeding sha l l be set f o r hearing before the Commission at the f i r s t available hearing date 
following the e x p i r a t i o n of f i f t e e n days from the.date such application i s f i l e d with the Division. Any 
person affected by the order or decision rendered by the Commission a f t e r hearing before the Commission may 
apply for rehearing pursuant to and i n accordance with the provisions of Rule 1222 and said Rule 1222 
together with che law applicable Co rehearing and appeals i n macters and proceedings before the Commission 
shall thereafter apply to such matter or proceeding. 

RULE 1221. NOTICE OF COMMISSION AND DIVISION ORDERS 

Within ten days a f t e r any order, including any order granting or refusing rehearing, or order f o l l o w i n 
rehearing, has been rendered, a copy of such order s h a l l be mailed by the Division to each person or his 
attorney of record who has entered his appearance of record i n the matter of proceeding pursuant to which 
such order i s rendered. 

RULE 1222. REHEARINGS 

Within 20 days a f t e r entry of any order or decision of the Commission any person affected thereby may 
f i l e with the Division an appli c a t i o n for rehearing i n respect of any matter determined by such order or 
decision, s e t t i n g f o r t h the respect i n which such order or decision i s believed to be erroneous. The 
Commission s h a l l grant or refuse any such application i n whole or i n part w i t h i n 10 days a f t e r the same i s 
f i l e d and f a i l u r e to act thereon w i t h i n such period s h a l l be deemed a refusal thereof and a f i n a l d i s p o s i t i o 
of such app l i c a t i o n . In the event the rehearing i s granted, the Commission may enter such new order or 
decision a f t e r rehearing as may be required under the circumstances. 

RULE 1223. CHANGES IN FORMS AND REPORTS 

Any change i n the forms and reports or rules r e l a t i n g to such forms and reports s h a l l be made only by 
order of the Commission or Division issued a f t e r due notice and hearing. 
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0 -RULES ON ADMINISTRATION 

RULE 1301. DISTRICT OFFICES 

To expedite administration of the work of the O i l Conservation Division of the New Mexico Energy and 
Minerals Department and the enforcement of i t s rules and regulations, the state s h a l l be divided i n t o four 
d i s t r i c t s as follows: 

DISTRICT 1 Lea, Roosevelt, and Curry Counties, and that portion of Chaves County l y i n g east of the 
North-South l i n e d i v i d i n g Ranges 29 and 30 East, NMPM. 

Office at 1000 West Broadway, Hobbs. 

Mailing Address: 

Oil 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 l y i n g west of the North-South l i n e d i v i d i n g Range? 29 and 
30 East, NMPM. 

Office at 10th and Dallas Streets, Artesia. 

Mailing Address: 

Oil Conservation Division 
Drawer DD 

Artesia, New Mexico 88210 

DISTRICT 3 San Juan, Rio Arriba, McKinley, and Sandoval Counties. 

Office ac 1000 Rio Brazos Road, Aztec. 

Mailing Address: 

Oil Conservation Division 
1000 Rio Brazos Road 
Aztec, New Mexico 87410 

DISTRICT 4 Remainder of State. 

Office i n State Land Office Building, Santa Fe. 

Mailing Address: 

Oil Conservation Division 
P. 0. Box 2088 
Santa Fe, New Mexico 87501 

Each d i s t r i c t o f f i c e s h a l l be under the charge of a d i s t r i c t supervisor, an o i l and gas inspector, or 
a deputy o i l and gas inspector. Unless otherwise s p e c i f i c a l l y required, a l l matters pertaining to the Division 
sh a l l be taken care of through the d i s t r i c t o f f i c e of the d i s t r i c t i n which the affected land is located. 

RULE 1302. WHERE TO FILE REPORTS AND FORMS 

A l l reports and forms required by the rules to be f i l e d with the Division s h a l l be f i l e d i n the number 
and at the time specified on the form or report or by the applicable rule i n Section M, Reports, of these 
rules. Unless otherwise specified, a l l such reports and forms s h a l l be f i l e d at the d i s t r i c t o f f i c e of the 
d i s t r i c t i n which the land that i s the subject matter of che report i s located. A l l plugging bonds s h a l l be 
f i l e d d i r e c t l y with the Santa Fe Office of the Division. A l i s t of a l l plugging bonds approved and i n force 
sh a l l be kept l n each d i s t r i c t o f f i c e . 

RULE 1303. DUTIES AND AUTHORITY OF FIELD PERSONNEL 

Oil and gas inspectors, deputy o i l 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 o i l 
and gas inspectors and t h e i r deputies s h a l l have discret i o n to allow minor deviations from requirements of the 
rules as to f i e l d practices where, by so doing, waste w i l l be prevented or burdensome delay or expenses on 
the part of the operator w i l l be avoided. 
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RULE 1304. NUMBERING OF DIVISION ORDERS 

A l l orders of the Division made after January 1, 1950, pertaining to the a l l o c a t i o n of production of 
o i l and gas are prefixed w i t h the l e t t e r "A" and are numbered consecutively,. commencing with the number 1, 
i. e . , the f i r s t a l l o c a t i o n order issued a f t e r January 1, 1950, i s No. A - l , the next A-2, etc. 

A l l other orders of the Division made a f t e r January 1, 1950, are prefixed with the l e t t e r "R" and are 
numbered consecutively, commencing with the number 1, i . e . , the f i r s t such order issued a f t e r January 1, 
1950, i s No. R-l, the next R-2, etc. 
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NEW MEXICO STATUTES ANNOTATED 

1978 COMPILATION 

(1953 COMPILATION REFERENCED FOR CONVENIENCE) 

1978 1953 
COMPILATION COMPILATION 
CHAPTER 70 CHAPTER 65 
ARTICLE 2 ARTICLE 3 
SECTION SECTION REGULATION OF OIL AND GAS WELLS 

70- 2- 1 65- 3-•1. 1 S h o r t T i t l e . 
70- 2- 2 65- 3-•2 Waste p r o h i b i t e d . 
70- 2- 3 65- 3- 3 Waste - D e f i n i t i o n s . 
70- 2- 4 65- 3- 4 O i l c o n s e r v a t i o n commission - Members - S t a t e p e t r o l e u m 

e n g i n e e r - Term - O f f i c e r s - Quorum - Power to a d m i n i s t e r o a t h 
70- 2- 5 65- 3-•4. 1 O i l c o n s e r v a t i o n d i v i s i o n - D i r e c t o r - S t a t e p e t r o l e u m -

e n g i n e e r . 
70- 2- 6 65- 3- 5 Commission's and d i v i s i o n ' s powers and d u t i e s . 
70- 2- 7 65- 3- 6 Rules o f p r o c e d u r e i n h e a r i n g s - Manner o f g i v i n g n o t i c e -

Record o f R u l e s , R e g u l a t i o n s and O r d e r s . 
70- 2- 8 65- 3- 7 Subpoena power - Immunity o f n a t u r a l persons r e q u i r e d to t e s t i 
70- 2- 9 65- 3- 8 F a i l u r e or r e f u s a l t o comply w i t h subpoena - R e f u s a l to t e s t i f 

Body a t t a c h m e n t - C o n t e m p t . 
70- 2- 10 65- 3- 9 P e r j u r y - Punishment. 
70- 2- 11 65- 3- 10 Power to commission and d i v i s i o n t o p r e v e n t waste and p r o t e c t 

c o r r e l a t i v e r i g h t s . 
70- 2- 12 65- 3- 11 Enumeration o f Powers. 
70- 2- 13 65- 3- 11 . 1 A d d i t i o n a l powers o f Commission or D i v i s i o n - Hearings b e f o r e 

examiners - H e a r i n g s de novo. 
70- 2- 14 65- 3- 11 . 2 Bonding r e q u i r e m e n t . 
70- 2- 15 65- 3- 12 A l l o c a t i o n o f a l l o w a b l e p r o d u c t i o n among f i e l d s when d i v i s i o n 

t o t a l amount of p r o d u c t i o n . 
70- 2- 16 65- 3- 13 A l l o c a t i o n o f a l l o w a b l e p r o d u c t i o n i n f i e l d or p o o l . 
70- 2- 17 65- 3- 14 E q u i t a b l e a l l o c a t i o n o f a 11 ov.-ab 1 e p r o d u c t i o n - P o o l i n g - Spaci 
70- 2- 18 65- 3- 14 .5 Spacino or p r o r a t i o n u n i t w i t h d i v i d e d m i n e r a l o wnership. 
70- 2- 19 65- 3- 15 Common p u r c h a s e r s - D i s c r i m i n a t i o n i n p u r c h a s i n g p r o h i b i t e d . 
70- 2- 20 65- 3- 17 P e n a l t y f o r v i o l a t i o n s . 
70- 2- 21 65- 3- 18 Purchase, s a l e or h a n d l i n g n f excess o i l , n a t u r a l gas or 

p r o d u c t s p r o h i b i t e d . 
70- 2- 22 65- 3- 19 Rules and r e g u l a t i o n s t o e f f e c t u a t e p r o h i b i t i o n s a g a i n s t 

purchase or h a n d l i n g o f excess o i l or n a t u r a l gas - P e n a l t i e s . 
70- 2- 23 65- 3- 20 H e a r i n g s on r u l e s , r e g u l a t i o n s and o r d e r s - N o t i c e - Emergency 

r u l e s . 
70- 2- 24 65- 3- 21 Reports o f g o v e r n m e n t a l department or agencies as to market 

demand t o be deemed prima f a c i e c o r r e c t . 
70- 2- 25 65- 3- 22 Rehearings - Appeals. 
70- 2- 26 65- 3- 22 . 1 Review of o i l c o n s e r v a t i o n commission d e c i s i o n - Appeals. 
70- 2- 27 65- 3- 23 Temporary r e s t r a i n i n g o r d e r or i n j u n c t i o n - Grounds - Hearing 

R n n A 

70- 2- 28 65- 3- 24 o o n • . 
A c t i o n s f o r v i o l a t i o n s . 70- 2- 29 65- 3- 25 A c t i o n s f o r damages - I n s t i t u t i o n o f a c t i o n s f o r i n j u n c t i o n s 
by p r i v a t e p a r t i e s . 

70- 2- 30 65- 3- 26 V i o l a t i o n o f c o u r t o r d e r grounds f o r appointment of r e c e i v e r . 
70- 2- 31 65- 3- 27 P e n a l t i e s For v i o l a t i o n s - A c c e s s o r i e s . 
70- 2- 32 65- 3- 28 S e i z u r e and s a l e o f i l l e g a l o i l or gas p r o d u c t s - P r o c e d u r e . 
70- 2- 33 65- 3- 29 D e f i n i t i o n s o f words used i n a c t . 
70- 2- 34 65- 3- 31 R e g u l a t i o n , c o n s e r v a t i o n and p r e v e n t i o n o f waste of carbon 

d i o x i d e gas. 
70- 2- 35 65- 3- 35 L e g a l r e p r e s e n t a t i o n b e f o r e t h e F e d e r a l Power Commission. 
70- 2- 36 65- 3- 36 Removing or a l t e r i n g marks o f i d e n t i f i c a t i o n - P e n a l t y . 
70- 2- 37 65- 3- 37 O i l and gas r e c l a m a t i o n fund c r e a t e d . 
70- 2- 38 65- 3- 38 R e c l a m a t i o n fund a d m i n i s t e r e d - P l u g g i n q w e l l s on F e d e r a l l a n d 

R i g h t o f I n d e m n i f i c a t i o n - Annual r e p o r t - C o n t r a c t o r s s e l l i n g 
equipment f o r s a l v a g e . 
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1978 
COMPILATION 
CHAPTER 70 
ARTICLE 6 
SECTION 

1953 
COMPILATION 
CHAPTER 53 
ARTICLE 9 
SECTION UNDERGROUND STORAGE OF NATURAL. GAS 

70-6-1 65-9-1 
70-6-2 65-9-2 
70-6-3 65-9-3 

70-6-4 . 65-9-4 
70-6-5 65-9-5 
70-6-6 65-9-6 
70-6-7 65-9-7 
70-6-8 65-9-8 

Public i n t e r e s t and welfare. 
Definit. ions. 
A c q u i s i t i o n of lands f o r purposes of underground n a t u r a l 
gas storage - Lands c o n t r o l l e d by pu b l i c body, executor, 
a d m i n i s t r a t o r , guardian, r e c e i v e r , or t r u s t e e . 
Appropriation of underground storage f a c i l i t i e s - L i m i t a t i o n s 
Findings of O i l Conservation D i v i s i o n . 
Commission or d i v i s i o n procedure. 
Exercise of r i g h t of eminent domain. 
Ownership of i n j e c t e d gas. 

ARTICLE 7 
SECTION 

ARTICLE 14 
SECTION STATUTORY UNITIZATION ACT 

70-7-1 65-14-1 
70-7-2 65-14-2 
70-7-3 65-14-3 
70-7-4 65-14-4 
70-7-5 65-14-5 
70-7-6 65-14-6 

70-7-7 65-14-7 
70-7-8 65-14-8 
70-7-9 65-14-9 
70-7-10 65-14-10 
70-7-11 65-14-11 
70-7-12 • 65-14-12 
70-7-13 65-14-13 
70-7-14 65-14-14 
70-7-15 65-14-15 
70-7-16 65-14-16 
70-7-17 65-14-17 
70-7-113 65-14-18 

70-7-19 65-14-19 

70-7-20 65-14-20 
70-7-21 65-14-21 

.CHAPTER 7 CHAPTER 
ARTICLE 30 ARTICLE 
SECTION SECTION 

Purpose of act. 
Short T i t l e . 
A d d i t i o n a l powers and duties of the o i l conservation d i v i s i o n 
D e f i n i t i o n s . 
Requisites of a p p l i c a t i o n for u n i t i z a t i o n . 
Matters to be found by the d i v i s i o n precedent to issuance 
of u n i t i z a t i o n order. 
D i v i s i o n orders. 
R a t i f i c a t i o n or approval of plan by owners. 
Amendment of plan of u n i t i z a t i o n . 
Previously, established u n i t s . 
Unit operations of less- than an, e n t i r e pool. 
Operation - Expressed or implied covenants. 
Income from u n i t i z e d substances. 
Lien for costs. 
L i a b i l i t y f o r expenses. 
D i v i s i o n orders. -
Property r i g h t s . 
E x i s t i n g r i g h t s , r i g h t s i n unleased land, and r o y a l t i e s 
and lease burdens. 
Agreements not. v i o l a t i v e of laws governing monopolies 
or r e s t r a i n t of trade. 
Evidence of u n i t to be recorded. 
Unlawful operation. 

OIL AND GAS CONSERVATION TAX ACT 

7-30-4 72-20-4 O i l and gas conservation tax l e v i e d - c o l l e c t e d by 
commission - Rate - I n t e r e s t owner's l i a b i l i t y to 
State - I n d i a n l i a b i l i t y . 

7-30-14 72-20-14 D i s p o s i t i o n of o i l conservation fund. 

CHAPTER 74 CHAPTER 75 
ARTICLE 6 ARTICLE 39 
SECTION SECTION WATER QUALITY ACT 

74- 6- 2 75- 39- 2 D e f i n i t : i o n s . 
74- 6- 3 75- 39- 3 Water q u a l i t y c o n t r o l commission c r e a t e d . 
,74- 6-4 75- 39- 4 D u t i e s and powers o f commission. 
74- 6- 5 75- 39- 4.1 P e r m i t s - Appeals - P e n a l t y . 
74- 6-6 75- 39- 5 Ad o p t i o n o f r e g u l a t i o n s - N o t i c e and h e a r i n g 
74- 6- 7 75- 39- 6 V a l i d i t y o f r e g u l a t i o n - J u d i c i a l r e v i e w . 
74- 6- 8 75- 39- 7 D u t i e s of c o n s t i t u e n t a g e n c i e s . 
74- 6- 9 75- 39- 8 Powers o f c o n s t i t u e n t a g e n c i e s . 
74- 6- 10 75- 39- 9 Abatement o f water p o l l u t i o n . 
74- 6- 11 75- 39- 10 Emergency p r o c e d u r e . 
74- 6- 12 75- 39- 11 L i m i t a t . i o n upon o p e r a t i o n o f a c t . 
74- 6- 13 75- 39- 12 C o n s t r u c t i o n o f a c t . 
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70-2-1 SHORT TITLE.—Sections 70-2-1 through 70-2-34 and 70-2-35 and 7 0 - 2 - 3 6 N M S A 1 9 7 8 maybe 
cite d as the " O i l and Gas Act". 

70-2-2 WASTE PROHIBITED. 

The production or handling of crude petroleum o i l or natural gas of any type or i n any form, or the 
handling of products thereof, i n such manner or under such conditions or i n such amounts as co constitute 
or r e s u l t i n waste i s each hereby prohibited. 

70-2-3 WASTE - DEFINITIONS. 

As used i n t h i s act, the term "waste," i n addition to i t s ordinary meaning, s h a l l include: 

A. "underground waste" as those words are generally understood i n the o i l and gas business, 
and i n any event to embrace the i n e f f i c i e n t , excessive, or improper, use or diss i p a t i o n of the reservoir 
energy, including gas energy and water drive, of any pool, and the l o c a t i n g , spacing, d r i l l i n g , equipping, 
operating, or producing, of any w e l l or wells i n a manner to reduce -or tend to reduce the t o t a l quantity 
of crude petroleum o i l or natural gas ult i m a t e l y recovered from any pool, and the use of i n e f f i c i e n t under
ground storage of natural gas. 

B. "Surface 'Waste" as those words are generally understood i n the o i l and gas business, and i n 
any event to embrace the unnecessary or excessive surface loss or destruction without b e n e f i c i a l use, however 
caused, of nat u r a l gas or any type or i n any form or crude petroleum o i l , or any product thereof, but i n 
cluding the loss or destruction, without b e n e f i c i a l use, r e s u l t i n g from evaporation, seepage, leakage, 
or f i r e , especially such loss or destruction incident to or re s u l t i n g from the manner of spacing, equipping, 
operating, or producing, w e l l or wells, or incident to or re s u l t i n g from the use of i n e f f i c i e n t storage or 
from the production of crude petroleum o i l or natural gas i n excess of the reasonable market demand. 

C. The production of crude petroleum o i l i n t h i s state i n excess of the reasonable market demand 
for such crude petroleum o i l . Such excess production causes or results i n waste which i s prohibited by 
th i s act. The words "reasonable market demand," as used herein with respect to crude petroleum o i l . , s h a l l 
be construed to mean the demand f o r such crude petroleum o i l for reasonable current requirements for current 
consumption and use w i t h i n or outside the state, together w i t h the demand for such amounts as are reasonably 
necessary f o r b u i l d i n g up or maintaining reasonable storage reserves of crude petroleum o i l or the produces 
chereof, or both such crude petroleum o i l and products. 

D. The non-ratable purchase or taking of crude petroleum o i l i n t h i s state. Such non-ratable 
taking and purchasing causes or results i n waste, as dafined i n the subsections ( a ) , ( b ) , (c) of thi s 
section and causes waste by v i o l a t i n g Section 12 (70-2-16) of t h i s act. 

E. The production i n t h i s state of natural gas from any gas w e l l or wells, or from any pool, 
i n excess of the reasonable market demand from such source for natural gas of the type produced or i n excess 
of the capacity of gas transportation f a c i l i t i e s for such type of natural gas. The words "reasonable market 
demand," as used herein w i t h respect to natural gas, s h a l l be construed to mean the demand for natural gas 
for reasonable current requirements, for current consumption and for use w i t h i n or outside the state, together 
w i t h the demand f o r such amounts as are necessary for b u i l d i n g up or maintaining reasonable storage reserves 
of natural gas or products thereof, or both such natural gas and products. 

F. D r i l l i n g or producing operations for o i l or gas w i t h i n any area containing commercial deposits 
of potash where such operations would have the e f f e c t unduly to reduce the t o t a l quantity of such commercial 
deposits of potash which may reasonably be recovered i n commercial quantities or where such operations would 
i n t e r f e r e unduly w i t h the orderly commercial development of such potash deposits. 

70-2-4 OIL CONSERVATION COMMISSION—MEMBERS—TERM—OFFICERS—QUORUM—POWER TO ADMINISTER OATHS . —There 
is hereby created an o i l conservation commission, hereinafter i n t h i s act called the "commission" to be 
composed of the commissioner of public lands, the state geologist and the d i r e c t o r of the o i l conservation 
d i v i s i o n . No salary or compensation s h a l l be paid any member of the commission for his services as a member 
thereof. The term of o f f i c e of each member of the commission s h a l l be concurrent w i t h the other o f f i c e held 
by him. The commission s h a l l organize by elect i n g a chairman from i t s membership. Two members of the 
commission s h a l l c o n s t i t u t e a quorum for a l l purposes. The commission s h a l l adopt a seal and such a seal 
a f f i x e d to any paper signed by the director of the o i l conservation d i v i s i o n s h a l l be prima facie evidence 
of the due execution thereof. The attorney general s h a l l be the attorney for the commission. Any member 
of the commission, or the d i r e c t o r of the o i l conservation d i v i s i o n , or any employee of the commission or 
di v i s i o n , s h a l l have power to administer oaths to any witness i n any hearing, i n v e s t i g a t i o n or proceeding 
contemplated by t h i s act or by any other law of t h i s state r e l a t i n g to the conservation of o i l and gas. 

70-2-5 OIL CONSERVATION DIVISION-—DIRECTOR—STATE PETROLEUM ENGINEER.— 

A. The d i r e c t o r of the o i l conservation d i v i s i o n s h a l l be known as the state petroleum engineer. 

B. The d i r e c t o r s h a l l be appointed by the secretary of the energy and minerals department and 
s h a l l : 
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(1) sbe a resident, of thi s state; and 

(2) be registered by the state board of r e g i s t r a t i o n for professional engineers and land 
surveyors as a petroleum engineer; or 

(3) by v i r t u e of education and experience have expertise i n the f i e l d of petroleum engineering. 

70-2-6 COMMISSION'S AND DIVISION'S POKERS AND DUTIES.— 

A. The d i v i s i o n s h a l l have, and i s hereby given, j u r i s d i c t i o n and authority over a l l matters re
l a t i n g to the conservation of o i l and gas and the prevention of waste of potash as a result of o i l or gas 
operations i n t h i s state. I t s h a l l have j u r i s d i c t i o n , authority and control of and over a l l persons, matters 
or things necessary or proper to enforce e f f e c t i v e l y the provisions of t h i s act or any other law of t h i s 
state r e l a t i n g to the conservation of o i l or gas and the prevention of waste of potash as a re s u l t of o i l or 
gas operations. 

B. The commission s h a l l have concurrent j u r i s d i c t i o n and authority with • the d i v i s i o n to the 
extent necessary for the commission to perform i t s duties as required by law, 

70-2-7 RULES OF PROCEDURE IN HEARING—MANNER OF GIVING NOTICE—RECORD OF RULES , REGULATIONS AND ORDERS.-
The d i v i s i o n s h a l l prescribe i t s rules of order or procedure i n hearing or other proceedings before i t under 
t h i s act. Any notice required to be given under this act or under any rul e , regulation or order prescribed 
by the commission or d i v i s i o n s h a l l be personal service on the person affected, or by pub l i c a t i o n once i n a 
newspaper of general c i r c u l a t i o n published at Santa Fe, New Mexico, and once i n a newspaper of general 
c i r c u l a t i o n published i n the county, or each of the counties i f there be more than one, i n which any land, ' o i l 
or gas or other property which may be" affected shall be situated. Such notice s h a l l issue i n the name of 
"the State of New Mexico" and sh a l l be signed by the director of the d i v i s i o n , and the seal of the commission 
sh a l l be impressed thereon, and i t s h a l l specify the number and s t y l e of the case, and the cine and place 
of hearing, s h a l l b r i e f l y state the general nature of the order or orders, rule or rules, or regul a t i o n or 
regulations contemplated by che d i v i s i o n on i t s own motion or sought i n a proceeding brought before the 
commission cr d i v i s i o n , the name of the p e t i t i o n e r , or applicant, and, unless the order, rule or regulation 
is intended to apply to and af f e c t tlie e n t i r e state, i t s h a l l 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 - d i v i s i o n or by any person over the age of eighteen years, i n the same manner as i s 
provided by law for the service of summons i n c i v i l actions i n the d i s t r i c t courts of t h i s state. . Such 
service s h a l l be complete at tlie time of sucii personal service or on the date of such p u b l i c a t i o n , as the case 
may be. Proof of service s h a l l be the a f f i d a v i t of the person making personal- service, or of the publisher 
of the newspaper i n which publication i s had, as the case may be.. A l l rules, regulations and orders made by 
-the commission or d i v i s i o n s h a l l be entered i n f u l l by the .director thereof i n a book to be kept f o r such 
purpose by the d i v i s i o n , which sna i l be a public record and open to inspection at a l l times during reasonable 
o f f i c e hours. A copy of any sucli r u l e , regulation or order, c e r t i f i e d by the d i r e c t o r of the d i v i s i o n under 
the seal of the commission, s h a l l be received i n evidence i n a l l courts of the state with the same e f f e c t 
as the o r i g i n a l . 

70-2-8 SUBPOENA POWER—IMMUNITY OF NATURAL PERSONS REQUIRED TO TESTIFY.—The commission, or any member 
thereof, or the d i r e c t o r of the. d i v i s i o n or his authorized representative, i s hereby empowered to subpoena 
witnesses, to require t h e i r -attendance and giving of testimony before i t , and to require the production of 
books, papers and records i n any proceeding before, the commission or the d i v i s i o n . No person s h a l l be excused 
from attending and t e s t i f y i n g or from producing books, papers and records before the commission or the 
d i v i s i o n , or from obedience to the subpoena of the sa.id commission or d i v i s i o n , whether such subpoena be 
signed or issued by one or more of the members of the said commission, or the dir e c t o r of the d i v i s i o n , i n 
any hearing, i n v e s t i g a t i o n or proceeding held by or before the said commission or d i v i s i o n or i n any cause 
or proceeding i n any court by or against the said commission or d i v i s i o n , r e l a t i v e to matters w i t h i n the 
j u r i s d i c t i o n of said commission or d i v i s i o n , 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 f o r f e i t u r e 
provided that nothing herein contained s h a l l be construed as requiring any person to produce any books, papers 
or records, or to t e s t i f y i n response to any inquiry, not pertinent to some question l a w f u l l y before such 
commission or d i v i s i o n or court of determination. No natural person s h a l l be subjected to cri m i n a l prosecu
t i o n , or to any penalty or f o r f e i t u r e for or on account of any transaction, matter or thing concerning which 
he may be required to t e s t i f y , or produce evidence, documentary or otherwise before said commission or 
d i v i s i o n , or i n obedience to i t s subpoena, or i n any cause or proceeding, provided, that no person t e s t i f y i n g 
s h a l l be exempted from prosecution and punishment for prejury committed i n so t e s t i f y i n g . 

70-2-9 FAILURE OR REFUSAL TO COMPLY WITH SUBPOENA—REFUSAL TO TESTIFY—BODY ATTACHMENT—CONTEMPT. — 
In case of f a i l u r e 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 di v i s i o n or his authorized representative, or on the r e f u s a l 
of any witness to t e s t i f y or answer as to any matters regarding which he may be l a w f u l l y interrogated, any. 
d i s t r i c t court i n t h i s state, or any judge thereof, on application of said commission or d i v i s i o n , may 
issue an attachment for such person and compel him to comply with such subpoena and to attend before the 
commission or d i v i s i o n and produce such documents, and give his testimony upon such matters as may be l a w f u l l y 
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required, and such court or judge s h a l l have the power to punish for contempt as i n case of disobedience 
of a l i k e subpoena issued by or from such court, or a refusal to t e s t i f y therein. 

70-2-1.0 PERJURY—PUNISHMENT.—-If any person of whom an oath s h a l l be required under the provisions 
of t h i s act, or by any r u l e , regulation or order of the commission or d i v i s i o n , s h a l l w i l l f u l l y swear f a l s e l y 
i n regard to any matter or thing respecting which such oath i s required, or s h a l l w i l l f u l l y make any false 
report or a f f i d a v i t required or authorized by the provisions of t h i s act, or by any rul e , regulation or 
order of the commission or d i v i s i o n , such person sha l l be deemed g u i l t y of perjury and sh a l l be punished by 
imprisonment i n the state penitentiary for not more than f i v e years nor less Chan s i x months. 

70-2-11 POWER OF COMMISSION AND DIVISION TO PREVENT WASTE AND PROTECT CORRELATIVE RIGHTS. 

A. The d i v i s i o n i s hereby empowered, and i t i s i t s duty, to prevent waste prohibited by t h i s act 
and to protect c o r r e l a t i v e r i g h t s , as i n t h i s act provided. To that end, the d i v i s i o n i s empowered to make 
and enforce rules, regulations and orders, and to do whatever may be reasonably necessary to carry out 
the purpose of t h i s act, whether or not indicated or specified i n any section hereof. 

B. The commission s h a l l have concurrent j u r i s d i c t i o n and aut h o r i t y with the d i v i s i o n to the 
extent necessary for the commission to perform i t s duties as required by law. 

70-2-12 ENUMERATION OF POWERS.— 

A. Included i n the power given to the d i v i s i o n i s the au t h o r i t y to c o l l e c t data; to make 
investigation and inspections; to examine properties, leases, papers, books and records; to examine, check, 
test and gauge o i l and gas wells, and tanks, plants, r e f i n e r i e s , and a l l 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 l i m i t and prorate production of crude petroleum o i l or natural gas, 
or both, as i n t h i s act provided; to require either generally or i n p a r t i c u l a r areas c e r t i f i c a t e s of 
clearance or tenders i n connection with the transportation cf crude petroleum o i l or natural gas or any 
products thereof, or both such o i l and products, or both such natural gas and products. 

B. Apart from any authority, express or implied, elsewhere given to or ex i s t i n g i n the d i v i s i o n 
by v i r t u e of t h i s act or the statutes of t h i s state, the d i v i s i o n i s hereby authorized to make rules, 
regulations and orders for the purposes and with respect to the subject matter stated herein, v i z . : 

(1) to require dry or abandoned wells to be plugged i r . juch a way as to confine the crude 
petroleum o i l , natural gas, or water i n the st r a t a ir. which they are found, and to prevent them from escaping 
into other s t r a t a ; the d i v i s i o n s h a l l require a corporate surety bond i n a sum not to exceed f i f t y thousand 
dollars C$50,000) conditioned for the performance of such regulations; 

(2) to prevent crude petroleum o i l , natural gas, or water from escaping from strata i n which 
they are found i n t o another stratum or other s t r a t a ; 

(3) to require reports showing locations of a l l o i l or gas w e l l s , and for the f i l i n g of logs 
and d r i l l i n g records or reports; 

(4) to prevent the drowning by water of any stratum or part thereof capable of producing o i l 
or gas, or both o i l and gas, i n paying quantities, and to prevent the premature and i r r e g u l a r encroachment 
of water, or any other kind of water encroachment, which reduced or tends to reduce the. t o t a l ultimate 
recovery of crude petroleum o i l or gas, or both such o i l and gas, from any pool; 

(5) to prevent f i r e s ; 

(6) to prevent "blow-outs" and "caving" i n the sense that the conditions indicated by such terms 
are generally understood i n the o i l and gas business; 

(7) to require wells to be d r i l l e d , operated and produced i n such manner as to prevent i n j u r y 
to neighboring leases or properties; 

(8) to i d e n t i f y the ownership of o i l or gas producing leases, properties, wells, tanks, 
r e f i n e r i e s , pipelines, plants, structures, and a l l transportation equipment and f a c i l i t i e s ; 

(9) to require the operation of wells with e f f i c i e n t gas-oil r a t i o s and to f i x such r a t i o s ; 

C10) to f i x the spacing of wells; 

(11) to determine whether a pa r t i c u l a r well or pool i s a gas or o i l w e l l , or a gas or o i l pool, 
as the case may be, and from time to time to c l a s s i f y and r e c l a s s i f y wells and pools accordingly; 

(12) to determine the l i m i t s of any pool or pools producing crude petroleum o i l or natural gas 
or both, and from time to time redetermine such l i m i t s ; 
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(13) to regulate the methods and' devices employed for storage i n t h i s state of o i l or natural 
gas or of any product thereof including subsurface storage; 

(14) to permit the i n j e c t i o n of natural gas or of any other substance i n t o any pool i n t h i s 
state for the purpose of repressuring, cycling, pressure maintenance, secondary or any other enhanced recovery 
operation; 

(15) to regulate tlie d i s p o s i t i o n of water produced or used i n connection with the d r i l l i n g 
for or producing of o i l or gas, or both, and to di r e c t surface or subsurface disposal of such water i n a 
manner that w i l l afford reasonable protection against contamination of fresh water supplies designated by 
the state engineer; 

(.16) to determine the l i m i t s of any area containing commercial potash deposits and from time 
to time redetermine such l i m i t s ; 

(17) to regulate and where necessary p r o h i b i t d r i l l i n g or producing operations f o r o i l or gas 
within any area containing commercial deposits of potash where such operations would have the e f f e c t unduly 
to reduce the t o t a l quantity of such commercial-deposits of potash which may reasonably be recovered i n 
commercial quantities or where such operations would i n t e r f e r e unduly w i t h the orderly commercial development 
of such potash deposits; or 

(.18) to spend Che o i l and gas reclamation fund and do a l l acts necessary and proper to plug 
dry and abandoned o i l and gas wells i n accordance with the provisions of the O i l and Gas Act and the Public 
Purchases Act including disposing of salvageable equipment and material removed from o i l and gas wells being 
plugged by the state. 

70-2-13. ADDITIONAL POWERS OF COMMISSION OR DIVISION—HEARINGS BEFORE EXAMINER—HEARINGS DE NOVO. — I n 
addition to the powers and aut h o r i t y , either express or implied, granted to the o i l conservation commission or 
di v i s i o n by v i r t u e of the statutes of the state of New Mexico the-division i s hereby authorized and empowered 
in prescribing i t s rules or order or procedure i n connection w i t h hearings or other proceedings before the 
d i v i s i o n to provide for the appointment of one or more examiners to be members of the s t a f f of the d i v i s i o n to 
conduct hearings with respect to matters properly -coming before the d i v i s i o n and to make reports and recommendations 
to the director of the d i v i s i o n with respect thereto. Any member of the commission or che direccor of the d i v i s i o n 
or his authorized representative may serve as an .examiner as provided herein. The d i v i s i o n s h a l l promulgate -
rules and regulations with regard to hearings to be conducted before examiners and the powers and duties of the 
examiners i n any pa r t i c u l a r case may be l i m i t e d by order of the d i v i s i o n to p a r t i c u l a r issues or to the performance 
of p a r t i c u l a r acts,. In the absence of any l i m i t i n g order,"an'examiner appointed to hear any p a r t i c u l a r case 
shall have the power to regulate a l l proceedings before him and- to perform a l l acts and take a l l measures 
necessary or proper for Che e f f i c i e n t and orderly conduct of such hearing, including the swearing or witnesses, 
receiving of testimony and exhibits offered i n evidence subject to such objections as may be imposed, and sh a l l 
cause a complete record of the proceeding to be made and transcribed and s h a l l c e r t i f y the same to the di r e c t o r 
of the d i v i s i o n for consideration together with the report of the examiner and his recommendations i n connection 
therewith. The director of the d i v i s i o n s h a l l base the decision rendered i n any matter or proceeding heard 
by an examiner, upon the tra n s c r i p t of testimony and record made by or under tlie supervision of the examiner 
in connection w i t h such proceeding, and such decision sh a l l have the same force and e f f e c t as i f said hearing 
had been conducted before -the director of the d i v i s i o n . .When any matter or proceeding i s referred to an 
examiner and a decision i s rendered thereon, any party adversely affected s h a l l have the r i g h t to have said 
matter heard de novo before the commission upon application f i l e d with the d i v i s i o n w i t h i n t h i r t y days 
from the time any such decision i s rendered. 

70-2-14 BONDING REQUIREMENT.— 

A. Each person, f i r m , corporation or association who operates any o i l , gas or service w e l l w i t h i n 
the state s h a l l , as a condition precedent to d r i l l i n g or producing the w e l l , furnish a surety bond to the o i l 
conservation d i v i s i o n running to the benefit of the state of New Mexico, conditioned chat the w e l l be 
plugged and abandoned i n compliance with the rules and regulations of the o i l conservation d i v i s i o n , The o i l 
conservation d i v i s i o n s h a l l establish categories of surety bonds a f t e r notice and hearing. Such categories 
shall include a blanket plugging bond i n an amount not to exceed f i f t y thousand dol l a r s ($50,000) and- one-well 
plugging bonds i n amounts determined s u f f i c i e n t to reasonably pay the cost cf plugging the wells covered by 
each bond. In establishing categories of bonds, the o i l conservation d i v i s i o n s h a l l consider the depth of 
the well involved, the length of time since the well was produced, the cost of plugging s i m i l a r wells and 
such other factors as the o i l conservation d i v i s i o n deems relevant. In addition to the blanket plugging 
bond, the o i l conservation d i v i s i o n may require a one-well bond on any we l l that has been held i n a 
temporarily abandoned status for more than two years. A l l bonds s h a l l remain i n force and e f f e c t u n t i l 
released by the o i l conservation d i v i s i o n . The o i l conservation d i v i s i o n s h a l l release a bond when i t i s 
s a t i s f i e d the conditions thereof have been f u l l y performed. 

B. I f any of the requirements of the Oil and-Gas Act or the rules and regulations promulgated 
pursuant thereto have not been complied wi t h , Che d i v i s i o n , a l t e r notice and hearing, may order any w e l l 
plugged and abandoned by the operator or surety, or both, i n accordance with d i v i s i o n rules and regulations. 
I f the order i s not complied wi t h , i n the time period set out i n the order, the surety bond s h a l l be f o r f e i t e d . 
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C. When any bond i s f o r f e i t e d pursuant to the provisions of the O i l and Gas Act or rules and 
regulations promulgated pursuant thereto, the director s h a l l give notice to the attorney general who s h a l l 
c o l l e c t the f o r f e i t u r e without delay. 

D. A l l f o r f e i t u r e s s h a l l be deposited i n the state treasury i n the o i l and gas reclamation fund. 

E. When the surety bond proves i n s u f f i c i e n t to cover the cost of plugging o i l and gas wells 
on land other than federal land and funds Rust be expended from the o i l and gas reclamation fund to meet 
the additional expenses, the o i l conservation d i v i s i o n i s authorized to bring s u i t against the operator 
i n the d i s t r i c t court of the county i n which the well i s located for indemnification for a l l costs i n 
curred by the o i l conservation d i v i s i o n i n plugging the w e l l . A l l funds collected pursuant to a judgment i n a 
su i t for indemnification brought under the provisions of t h i s section s h a l l be deposited i n the o i l and 
gas reclamation fund." 

" 70-2-15 ALLOCATION OF ALLOWABLE PRODUCTION AMONC FIELDS WHEN DIVISION LIMITS TOTAL AMOUNT OF PRO
DUCTION.—Whenever, to prevent waste, the d i v i s i o n l i m i t s the t o t a l amount of crude petroleum o i l to be 
produced i n t h i s state, i t s h a l l allocate or d i s t r i b u t e the allowable productions among the f i e l d s of the 
state. Such a l l o c a t i o n or d i s t r i b u t i o n among the f i e l d s of the state s h a l l be made on a reasonable basis, 
giving, i f reasonable under a l l circumstances, to each pool w i t h small wells of sett l e d production, an 
allowable production which w i l l prevent a general premature abandonment of the wells i n the f i e l d . " 

70-2-16 ALLOCATION OF ALLOWABLE PRODUCTION IN FIELD OR POOL.— 

A. Whenever, to prevent waste, the t o t a l allowable production of crude petroleum o i l f o r any 
f i e l d or pool i n the state i s fixed by the d i v i s i o n i n an amount less than that which the f i e l d or pool 
could produce i f no r e s t r i c t i o n were imposed, the d i v i s i o n s h a l l prorate or d i s t r i b u t e the allowable pro
duction among the producers i n the f i e l d or pool, upon a reasonable basis and recognizing c o r r e l a t i v e r i g h t s . 

B. Crude petroleum o i l produced wi t h i n the allowable as fixed by the d i v i s i o n s h a l l herein be 
referred to as "leg a l o i l " and crude petroleum o i l produced i n excess of such allowable s h a l l be " i l l e g a l o i l . " 

C. Whenever, to prevent waste, the t o t a l allowable natural gas production from gas wells producing 
from any pool i n t h i s state i s fixed by the d i v i s i o n i n an amount less than that which the pool could produce 
i f no r e s t r i c t i o n s were imposed, the d i v i s i o n s h a l l allocate the allowable production among the gas wells 
i n the pool d e l i v e r i n g to a gas transportation f a c i l i t y upon a reasonable basis and recognizing c o r r e l a t i v e 
r i g h t s , find s h a l l include i n tlie. proration schedule of such pool any well which i t finds i s being unreasonably 
discriminated against through denial of access to a gas transportation f a c i l i t y which i s reasonably capable 
of handling the type of gas produced- by such <-.Tell. In protecting c o r r e l a t i v e r i g h t s the d i v i s i o n may give, 
equitable consideration to acreage, pressure, open flow, porosity, permeability, d e l i v e r a b i l i t y and q u a l i t y 
of the gas and to such other pertinent factors as may from time to time e x i s t , and i n so far as i s practicable, 
s h a l l prevent drainag? between producing tract s i n a pool which i s not equalized by counterdrainage. In a l l o 
cating production pursuant to Che provisions of t h i s subsection, the d i v i s i o n s h a l l f i x proration periods 
of not less than six months. I t s h a l l determine reasonable market demand and make a l l l o c a t i o n s of prcauction 
during each such period, upon notice and hearing, at least t h i r t y days p r i o r to the beginning of each 
proration period. In so far as i s feasible and practicable, gas wells having an allowable i n a pool s h a l l 
be regularly produced i n proportion to th e i r allowables i n e f f e c t for the current proration period. Without 
approval of the d i v i s i o n or one of i t s duly authorized agents, no natural gas well or pool s h a l l be allowed 
to produce natural gas i n excess of the allowable assigned to such source during any proration period; provided, 
that during an emergency a f f e c t i n g a gas transportation f a c i l i t y a gas well or pool having high d e l i v e r a b i l i t y 
period of emergency, not exceeding ten days, without penalty. The d i v i s i o n may order subsequent changes in 
allowables for wells and pools to make f a i r and reasonable adjustment for overage r e s u l t i n g from the 
emergency. The provisions of t h i s subsection s h a l l not apply to any wells or pools used for storage end 
withdrawal from storage of natural gas o r i g i n a l l y produced not i n v i o l a t i o n of t h i s act or the rules, 
regulations or orders of the d i v i s i o n . 

D. In f i x i n g the allowable of a pool under Subsection C of th i s section, the d i v i s i o n s h a l l 
consider nominations of purchasers but shal l not be bound thereby and s h a l l so f i x pool allowables as to 
prevent unreasonable discrimination between pools served by the same gas transporation f a c i l i t y by a pur
chaser purchasing i n more than one pool. 

E. Natural gas produced from gas wells w i t h i n the allowable as determined as provided i n 
Subsection C of t h i s section s h a l l herein be. referred to as "leg a l gas", and natural gas produced i n excess 
of such allowable sh a l l be " i l l e g a l gas". 

70-2-17 EQUITABLE ALLOCATION OF ALLOWABLE PRODUCTION—POOLING—SPACING. — 
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A. The rules, regulations or orders of the d i v i s i o n s h a l l , so far as i t i s practicable to do so, 
afford to the owner of each property i n a pool the opportunity to produce his j u s t and equitable share of the 
o i l or gas, or both, i n the pool, being an amount, so far as can be p r a c t i c a l l y determined, and'so far as such 
can be practicably obtained wichout waste, sub s t a n t i a l l y i n the proportion that the quantity of the recover
able o i l or gas, or both, under such property .bears to the t o t a l recoverable o i l or gas, or both, i n the 
pool, and for t h i s purpose to use his j u s t and equitable share of the reservoir energy. 

B. The d i v i s i o n may establish a proration u n i t for each pool,' such being the area that can be 
e f f i c i e n t l y and economically drained and developed by one w e l l , and. i n so doing the d i v i s i o n s h a l l consider the 
economic loss caused by the d r i l l i n g of unnecessary wells, the protection of co r r e l a t i v e r i g h t s , including 
those of royalty owners, the prevention of waste, the avoidance of the augmentation of r i s k s a r i s i n g from 
the d r i l l i n g of an excessive number of wells, and the prevention of reduced recovery which might r e s u l t from 
the d r i l l i n g . o f too few wells. 

C. When two or more separately owned tr a c t s of land are embraced w i t h i n a spacing or proration 
u n i t , or where there are owners of royalty interest or undivided i n t e r e s t i n o i l and gas minerals which are 
.separately owned or any combination thereof, embraced w i t h i n such spacing or proration u n i t , the owner or 
owners thereof may v a l i d l y pool their interests and develop t h e i r lands as a u n i t . Where, however, such 
owner or owners have not agreed to pool t h e i r i n t e r e s t s , and where one such separate owners, or owners, who 
has the. r i g h t to d r i l l has d r i l l e d or proposes to d r i l l a we l l on said u n i t to a common source of supply, the 
d i v i s i o n , to avoid the d r i l l i n g of unnecessary wells or to protect c o r r e l a t i v e r i g h t s , or to prevent waste, 
sh a l l pool a l l or any part of such lands or interests or both i n the spacing or proration u n i t as a u n i t . 

A l l orders e f f e c t i n g such pooling s h a l l be made aft e r notice and hearing, and s h a l l be upon 
such terns and conditions as are j u s t and reasonable and w i l l afford to-the owner or owners of each t r a c t ' o r 
i n t e r e s t i n the un i t the opportunity to recover or receive without unnecessary, expense his j u s t and f a i r share 
of the o i l or gas, or both. Each order s h a l l describe the lands included i n the-unit designated thereby, 
i d e n t i f y the pool or pools to which i t applies and designate an operator for the u n i t . A l l operations for the 
pooled o i l or gas, or both, which are conducted-on any portion of the unit s h a l l be deemed for a l l purposes to 
have been conducted'upon'each t r a c t w i t h i n the unit by the owner or owners of such t r a c t . For the purpose 
of determining the portions of production owned by the persons owning interests i n the pooled o i l or gas, 
or both, such production s h a l l be allocated to the respective tracts w i t h i n the unit i n the proration that the 
number of surface acres included w i t h i n each t r a c t bc-ars to the number of surface acres included i n the ent i r e 
u n i t . The portion of the production allocated to the owner.or owners of eacii t r a c t or i n t e r e s t included i n • a 
wel l spacing or proration u n i t formed by a- pooling order s h a l l , when produced, be considered as i f produced from 
the separately owned t r a c t or interest by a well dri].led thereon. Such pooling order of the d i v i s i o n s h a l l 
make d e f i n i t e provision as to any owner, or owners, who elects not to pay his proportionate share i n advance for 
the pro rata reimbursement solely out of production to the-parties advancing the costs of the development and 
operation, which s h a l l be l i m i t e d to the actual expenditures required for such purpose not i n excess of what 
are reasonable, but which s h a l l include a reasonable charge for supervision and nay include a charge for the 
r i s k involved i n the d r i l l i n g of such well, which charge for r i s k s h a l l not exceed two hundred percent of the 
nonconsenting working i n t e r e s t owner's or owners' pro rata share of the cost of d r i l l i n g and completing the w e l l . 

In the event of any dispute r e l a t i v e to such costs, the d i v i s i o n s h a l l determine the proper costs 
a f t e r due notice to interested parties and hearing 'thereon. The d i v i s i o n i s s p e c i f i c a l l y authorized to provide 
that the owner or owners d r i l l i n g , or paying for the d r i l l i n g , or for the operation of a we l l for the benefit 
of a l l s h a l l be e n t i t l e d to a l l production from such w e l l which would be received by the owner, or owners, tor 
whose beneift the well was d r i l l e d or operated, a f t e r payment of royalty as provided i n the lease, i f any, 
applicable to each t r a c t or i n t e r e s t , and obligation;: payable out of production, u n t i l the owner or owners 
d r i l l i n g or operating the w e l l or both have been paid the amount due under the terms of the pooling order or 
order s e t t l i n g such dispute. No part of the production or proceeds accruing to any owner or owners of a separate 
i n t e r e s t i n such u n i t s h a l l be applied toward the payment of any cost properly chargeable to any other i n t e r e s t 
i n said u n i t . 

.If the i n t e r e s t of any owner or owners of any unleased mineral i n t e r e s t i s pooled by v i r t u e of 
t h i s act, seven-eighths of such interest s h a l l be considered as a working i n t e r e s t and one-eights s h a l l be 
considered a ro y a l t y i n t e r e s t , and he shall i n a l l events be paid one-eighth of a l l production from the unit and 
creditable to his i n t e r e s t . 

D. Minimum allowable for some wells may be advisable from time to time, especially w i t h respect to 
wells already d r i l l e d when t h i s act takes e f f e c t , to the end that the production w i l l repay reasonable l i f t i n g 
cost and thus prevent premature abandonment and re s u l t i n g waste. ' 

E. Whenever i t appears that the owners i n any pool have agreed upon a plan for the spacing of wells, 
or upon a plan or method of d i s t r i b u t i o n of any allowable fixed by the d i v i s i o n for the pool, or upon any other 
plan for the development or operation of such pool, which plan, i n the judgment of the d i v i s i o n , has the e f f e c t 
of preventing waste as prohibited by th i s act and i s f a i r to the royalty onwers i n such pool, then such plan 
s h a l l be adopted by the d i v i s i o n with respect to such pool; however, the d i v i s i o n , upon hearing and a f t e r notice, 
may subsequently modify any such plan to extent necessary to prevent waste as prohibited by t h i s act. 

\ 
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F. After the effective date of any r u l e , regulation or order f i x i n g the allowable production, no 
person s h a l l produce more than the allowable production applicable to him, or his wells, leases or properties 
determined as in t h i s act provided, and the allowable production s h a l l be produced i n accordance with the 
applicable rules, regulations or orders. 

70-2-18 SPACING OR PRORATION UNIT WITH DIVIDED MINERAL OWNERSHIP.— 

A. Whenever the operator of any o i l or gas wa l l s h a l l dedicate lands comprising a standard spacing 
or proration unit to an o i l or gas w e l l , i t s h a l l be the o b l i g a t i o n of the operator, i f two or more separately 
owned tr a c t s of land are embraced w i t h i n the spacing or proration u n i t , or where there are owners of royalty 
i n t e r e s t s or undivided interest i n o i l or gas minerals which are separately owned or any combination thereof, 
embraced w i t h i n such spacing or proration u n i t , to obtain voluntary agreements pooling said lands or inter e s t s 
or an order of the d i v i s i o n pooling said lands, which agreement or order s h a l l be e f f e c t i v e from the f i r s t 
production. Any d i v i s i o n order that increases the size of a standard spacing or proration unit for a pool, 
or extends the boundaries of such a pool, s h a l l require dedication of acreage to ex i s t i n g wells i n the pool 
in accordance with the acreage dedication requirements for said pool, and a l l interests i n the spacing or 
prora t i o n units that are dedicated to the affected '.relis s h a l l share i n production from the eff e c t i v e date 
of said order. 

B. Any operator f a i l i n g to obtain voluntary pooling agreements, or f a i l i n g to apply for an order 
of the d i v i s i o n pooling the lands dedicated to the spacing or proration uni t as required by this section, 
s h a l l nevertheless be l i a b l e to account to and pay each owner of minerals or leasehold i n t e r e s t , including 
owners of overriding royalty interests and other payments out of production, either the amount to which each 
i n t e r e s t would be e n t i t l e d i f pooling had occurred or the amount to which each i n t e r e s t i s e n t i t l e d i n the 
absence of pooling, whichever is greater. 

C. Nonstandard spacing or proration units may be established by the d i v i s i o n and a l l mineral and 
leasehold interests i n any such nonstandard unit s h a l l share i n production from that u n i t from the date of 
the order establishing the said nonstandard u n i t . 

70-2-19 COTTON PURCHASES —DISCRIMINATION IN PURCHASING PROHIBITED.— 

A. Every person now engaged or hereafter engaging i n the business of purchasing o i l to be trans
ported through pipelines, s h a l l be a common purchaser thereof, and s h a l l without discrimination i n favor of 
one producer as against another i n tha same f i e l d , purchase a l l o i l tendered to i t which has been l a w f u l l y 
produced i n the v i c i n i t y of, or which may be reasonably reached by pipelines through which i t i s transporting 
o i l , or the gathering branches thereof, or which may be delivered to the pipeline or gathering branches thereof 
by truck or otherwise, and shall f u l l y perform a l l the duties of a common purchaser. I f any common purchaser 
s h a l l not have need for a l l such o i l l a w f u l l y produced w i t h i n a f i e l d , or i f for any reason i t s h a l l be unable 
to purchase a l l such o i l , then i t sha l l purchase from each producer i n a f i e l d ratably, taking and purchasing 
the same quantity of o i l from each w e l l to tlie extent that each w e l l i s capable of producing i t s ratable por
t i o n s ; provided however, nothing herein contained s h a l l be construed to require more than one pipeline 
connection for each producing w e l l . In the event any such common purchaser of o i l i s likewise a producer or 

is a f f i l i a t e d with a producer, d i r e c t l y or i n d i r e c t l y , i t i s hereby expressly prohibited from discriminating 
i n favor of i t s own production or i n favor of the production of an a f f i l i a t e d producer as against that of 
others and the o i l produced by such common purchaser or by the a f f i l i a t e of such common purchaser s h a l l be 
treated as that of any other producer for the purposes of ratable taking. 

B. I t s h a l l be unlawful for any common purchaser to unjustly or unreasonably discriminate as to 
the r e l a t i v e quantities of o i l purchased by i t i n the various f i e l d s of tha state; the question of the 
j u s t i c e or reasonableness to be determined by the d i v i s i o n , taking i n t o consideration the production and age 
of wells i n the respective f i e l d s and a l l other factors. I t i s the intent of t h i s act that a l l f i e l d s s h a l l 
be allowed to produce and market a j u s t and equitable share- of the o i l produced and marketed i n the state, ' 
i n so far as the same can be effected economically and wichout waste. 

C. I t s h a l l be the duty of the d i v i s i o n to enforce the provisions of t h i s act, and i t s h a l l have 
the power, a f t e r notice and hearing as provided i n Section 70-2-23 MMSA 1978, to make rules, and regulations 
and orders defining the distance that extension of the pip e l i n e system s h a l l be made to a l l wells not 
served; provided that no such authorization or order s h a l l be made unless the d i v i s i o n finds as to such 
extension Chat i t i s reasonably required and economically j u s t i f i e d , or as to such extension of f a c i l i t i e s 
that the expenditures involved therein, and the expense incident thereto, i s j u s t i f i e d i n r e l a t i o n to the 
volume of o i l available for transportation through said extension; and such other rules, regulations and orders 
as may be necessary to carry out the provisions of t h i s act, and i n making such rules, regulations and orders, 
the d i v i s i o n s h a l l give due consideration to the economic factors involved. Tlie d i v i s i o n s h a l l have authority 
to r e l i e v e such common purchaser, a f t e r due notice and hearing as herein provided, from the duty of purchasing 
crude petroleum o i l of i n f e r i o r q u a l i t y or grade or that i s not reasonably suitable for the requirements of such 
common purchaser. 

D. Any person now or hereinafter engaged i n purchasing from one or more producers gas produced from 
gas wells s h a l l be a cormon purchaser thereof w i t h i n each common source of supply from which i t purchases, and 
as such i t s h a l l purchase gas l a w f u l l y produced from gas wells with which i t s gas transportation f a c i l i t i e s are 
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connected In the pool and other gas l a w f u l l y produced w i t h i n the pool and tendered to a point on i t s gas 
transportation f a c i l i t i e s . Such purchases sha l l be made without unreasonable discrimination i n favor of one 
producer against another i n the price paid, the quantities purchased, the basis of measurement or the gas 
transportation f a c i l i t i e s afforded for gas of l i k e quantity, quality and pressure available from such wells. 
In the event any such person i s likewise a producer, he i s prohibiced to the same extent from di s c r i m i n a t i n g 
in favor of himself on production from gas wells i n which he has an i n t e r e s t , d i r e c t or i n d i r e c t , as against 
other production from gas wells i n the same pool. For the purpose of t h i s act reasonable differences i n prices 
paid or f a c i l i t i e s afforded, or both, s h a l l not constitute unreasonable discrimination i f such differences bear 
a f a i r r e lationship for differences i n q u a l i t y , quantity or pressure of che gas available or to the r e l a t i v e 
lengths of time during which such gas w i l l be available to the purchaser. The provisions of t h i s subsection 
shall not apply: 

(1) to any wells or pools used for storage and withdrawal from storage of natural gas o r i g i n a l l y 
produced not i n v i o l a t i o n of t h i s act or of the rules, regulations or orders of the d i v i s i o n ; 

(2) . to purchases of casing-head gas from o i l wells; and 

(3) to persons purchasing gas p r i n c i p a l l y for use i n the recovery or production of o i l or gas. 

E. Any common purchaser taking gas produced from gas wells from a common source of supply s h a l l 
take ratably under such rules, regulations and orders, concerning quantity, as may be promulgated by the 
di v i s i o n consistent with t h i s act.. The d i v i s i o n , i n promulgating such rules, regulations and orders may 
consider the q u a l i t y and the d e l i v e r a b i l i t y of the gas, the pressure of the gas at the point of d e l i v e r y , acre
age a t t r i b u t a b l e to the w e l l , market requirements i n the case of unprorated pools, and other pertinent factors. 

F. Nothing i n t h i s act s h a l l be construed or applied to require, d i r e c t l y or i n d i r e c t l y , any person 
to purchase gas of a. q u a l i t y or under a pressure or under any-other condition by reason of which such gas 
cannot be economically and s a t i s f a c t o r i l y used by such purchaser by means of his gas transportation f a c i l i t i e s 
then i n service. 

70-2-20 PENALTY FOR VIOLATIONS.—Any person who violates any provision of t h i s act or i n any rules, 
regulation or order of the commission or the d i v i s i o n made pursuant to t h i s act s h a l l , upon conviction, be 
fined not more than one thousand dollars ($1,000) for each v i o l a t i o n . Each day during which said v i o l a t i o n is 
continued sha l l be considered a.separate and complete offense for'this.purpose. 

70-2-21 PURCHASE, SALE OR HANDLING OF EXCESS CTL, NATURAL GAS OR PRODUCTS PROHIBITED.— 

A. The sale or purchase or a c q u i s i t i o n , or the transportation, r e f i n i n g , processing, or handling 
i n any other way, of crude petroleum o i l or natural gas i n whole or i n part produced.in.excess of the amount 
allowed by any statute of t h i s state, or by any provision of this act, or by any r u l e , regulation or order 
of the commission or d i v i s i o n made thereunder, i s hereby prohibited, and such o i l or commodity i s hereby 
referred to as " i l l e g a l o i l " or " i l l e g a l gas", as the case may be. 

B. The sale or purchase or a c q u i s i t i o n , or the transportation, r e f i n i n g , processing or the handling 
i n any other way, of any product of crude petroleum or any product of natural gas, which product i s derived i n 
whole or i n part from crude petroleum o i l or natural gas produced i n whole or i n part i n excess of the amount 
allowed by any statute of t h i s state, or by any provisions of t h i s act, or by any r u l e , regulation or order 
of the commission or d i v i s i o n made thereunder, i s hereby prohibited, and each such commodity or product i s 
herein referred to as " i l l e g a l o i l product" to d i s t i n g u i s h i t from "legal o i l product", or " i l l e g a l gas product" 
to distinguish i t from " l e g a l gas product." 

70-2-22 ' RULES AND REGULATIONS TO EFFECTUATE PROHIBITIONS AGAINST PURCHASE OR HANDLING OF EXCESS OIL 
OR NATURAL GAS—PENALTIES.— 

A. The d i v i s i o n i s s p e c i f i c a l l y authorized and directed to make such rules, regulations and orders, 
and may provide for such c e r t i f i c a t e s of clearance or tenders, as may be necessary to make e f f e c t i v e the 
prohibitions contained i n Section 70-2-21 NMSA 1978, 

B. Unless and u n t i l the d i v i s i o n provides for c e r t i f i c a t e s of clearance or tenders-, or some other 
method, so chac any person may have an opportunity to determine whether any contemplated transaction of sale 
or purchase or a c q u i s i t i o n , or of transportation, r e f i n i n g , processing, or handling i n any other way, involves 
i l l e g a l o i l or i l l e g a l o i l product, or i l l e g a l gas or i l l e g a l gas product, no penalty s h a l l be imposed for the 
sale or purchase or a c q u i s i t i o n , or the transportation, r e f i n i n g , processing, or handling i n any other way, 
of i l l e g a l o i l or i l l e g a l o i l product, or i l l e g a l gas or i l l e g a l gas product, except under circumstances stated 
i n the -succeeding provisions of t h i s paragraph. Penalties s h a l l be imposed for the commission of each trans
action prohibited i n Section 70-2-21 NMSA 1978 when the person committing the same knows that i l l e g a l o i l or 
i l l e g a l o i l product, or i l l e g a l gas or i l l e g a l gas product, i s involved i n such transaction, or when such 
person could have known or determined such fact by the exercise of reasonable dilegence or from facts w i t h i n 
his knowledge. However, regardless of lack of actual notice or knowledge, penalties as provided i n t h i s act 
shall apply to any sale or purchase or acquistion, and to the transportation, r e f i n i n g , processing, or 
handling i n any other way, of i l l e g a l o i l or i l l e g a l o i l product, or i l l e g a l gas or i l l e g a l gas product where 
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administrative provision i s made for i d e n t i f y i n g the character of the commodity as to i t s l e g a l i t y . I t s h a l l 
likewise be a v i o l a t i o n for which penalties s h a l l be imposed for any person to s e l l or purchase or acquire, 
or to transport, r e f i n e , process, or handle i n any way any crude petroleum o i l or natural gas or any product 
thereof without complying with tiie r u l e , regulation or order of the commission or d i v i s i o n r e l a t i n g thereto. 

70-2-23 HEARINGS ON RULES, REGULATIONS AND ORDERS—NOTICE—EMERGENCY RULES.—Except as provided for 
herein, before any r u l e , regulation or order, including revocation, change, renewal or extension thereof, s h a l l 
be made under the provisions of thi s act, a public hearing sha l l be held at such time, place and manner as 
may be prescribed by the d i v i s i o n . The d i v i s i o n s h a l l f i r s t give reasonable notice of such hearing ( i n no 
case less than ten days, except i n an emergency) and at any such hearing any person having an i n t e r e s t i n 
the subject matter of the hearing s h a l l be e n t i t l e d to be heard. In case an emergency i s found to ex i s t by 
the d i v i s i o n which i n i t s judgment requires the making of a rule, regulation or order s h a l l have the same 
v a l i d i t y as i f a hearing with respect to the same had been held af t e r due notice.. The emergency r u l e , 
regulation or order permitted by t h i s section s h a l l remain i n force no longer than f i f t e e n days from i t s 
e f f e c t i v e date, and, i n any event, i t s h a l l expire when the rule, regulation or order made a f t e r due notice 
and hearing w i t h respect to the subject matter of such emergency ru l e , regulation or order becomes e f f e c t i v e . 

" 70-2-24 REPORTS OF GOVERNMENTAL DEPARTMENTS OR AGENCIES AS TO MARKET DEMAND TO BE DEEMED PRIMA FACIE 
CORRECT.—The reports, estimates, findings of fac t , .or 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 
under an i n t e r s t a t e compact to which the state of New Mexico i s a party made with respect to the reasonable 
market demand for crude petroleum o i l , may be considered by the d i v i s i o n or by any court and taken as being 
prima facie correct." 

70-2-25 PREHEARINGS - APPEALS. 

(a) Within twenty (20) days a f t e r entry of any order or decision of the Commission, any person 
affected thereby may f i l e with the Commission an application for rehearing i n respect of any matter determined 
by such order or decision, s e t t i n g f o r t h the respect i n which such order or decision i s believed Co be erroneous. 
The Commission s h a l l grant or refuse any such application i n whole or i n part w i t h i n ten (10) days a f t e r the same 
is f i l e d and f a i l u r e to act thereon w i t h i n such period s h a l l be deemed a refusal thereof and a f i n a l d i s p o s i t i o n 
of such application. In the event the rehearing is granted, the Commission may enter such new order or decision 
a f t e r rehearing as may be required under the circumstances. 

(b) Any party to such rehearing proceeding, d i s s a t i s f i e d with the disposition of the a p p l i c a t i o n 
for rehearing, may appeal therefrom to the D i s t r i c t Court of the county wherein i s located any property of such 
party affected by the decision, by f i l i n g a p e t i t i o n for tne review of the action of the Commission w i t h i n 
twenty (20) days a f t e r tha entry of the order following rehearing or af t e r the refusal or rehearing as the case 
may be. Such p e t i t i o n s h a l l state b r i e f l y the nature of the proceedings before the Commission and s h a l l set 
f o r t h the order or decision of the Commission complained of and the grounds of i n v a l i d i t y thereof upon which 
the applicant w i l l r e l y ; provided, however, that the questions reviewed on appeal s h a l l be only questions presented 
to tlie Commission by the application for rehearing. Notice of such appeal s h a l l be served upon the adverse-
party or parties and the Commission i n the manner provided for the service of summons i n c i v i l proceedings. The 
t r i a l upon appeal s h a l l be de novo, without a j u r y and the transcript of proceedings before the Commission, 
including the evidence taken i n hearings by the Commission, s h a l l be received i n evidence by the court i n whole 
or i n part upon o f f e r by either party, subject .to legal objections to evidence, i n the same manner as i f such 
evidence was o r i g i n a l l y offered i n the D i s t r i c t Court. The Commission action complained of s h a l l be prima 
facie valid and the burden s h a l l be upon the party or parties seeking review to establish the i n v a l i d i t y o i such 
action of the Commission, The Court s h a l l determine the issues of fact and of law and s h a l l , upon a preponder
ance of the evidence introduced before the Court, which may include evidence i n addition to the t r a n s c r i p t 
of proceedings before the Commission, and the law applicable thereto, enter i t s order either a f f i r m i n g , 
modifying, or vacating the order of the Commission. In the event the Court s h a l l modify or vacate the order 
or decision of the Commission, i t s h a l l enter such order i n l i e u thereof as i t may determine to be proper. Appeals 
may be taken from the judgment or decision of the D i s t r i c t Court to the Supreme Court i n the same manner as pro
vided for appeals from any other f i n a l judgment entered by a D i s t r i c t Court in t h i s State. Tlie t r i a l of such 
application for r e l i e f from action of the Commission and the hearing of any appeal to the Supreme Court from the 
action of the D i s t r i c t Court s h a l l be expedited to the f u l l e s t possible extent. 

(c) The pendency of proceedings to review s h a l l not of i t s e l f stay or suspend operation of the 
order or decision being reviewed, but during the pendency of such proceedings, tha D i s t r i c t Court i n i t s 
discretion may, upon i t s own motion or upon proper application of any party thereto, stay or suspend, i n whole 
or i n part, operation of said order or decision pending review thereof, on such terms as the court deems j u s t 
and proper and i n accordance with the practice of courts exercising equity j u r i s d i c t i o n ; 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, i n such form and amount as the court may deem j u s t and proper, one or more other 
parties against loss or damage due to the staying or suspension of the Commission's order or decision, i n the 
event that the action of the Commission s h a l l be affirmed. 

Cd) The applicable rules of practice and procedure i n c i v i l cases for the courts of t h i s state 
sh a l l govern the proceedings for review, and any appeal therefrom to the Supreme Court of thi s state, to the 
extent such rules are consistent with provisions of thi s act. 
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70-2-26 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 o i l conservation commission contravenes the department's statewide plan or the public 
in t e r e s t . The hearing s h a l l be held w i t h i n twenty days a f t e r the entry of the commission order or decision 
following a rehearing or a f t e r the order refusing a rehearing as the case may be. The hearing s h a l l be a de 
novo proceeding and the secretary s h a l l enter such order or decision as may be required under the circumstances, 
having due regard for the conservation of the state's o i l , gas and mineral resources, and the commission s h a l l 
modify i t s own order or decision to comply therewith. . I f a rehearing before the commission was granted, the 
record of the rehearing s h a l l be made part of the record of che hearing before the secretary. I f the a p p l i c a t i o n 
for rehearing was denied, the record of the hearing before the commission or the d i v i s i o n s h a l l be made part of 
the record of the hearing before tlie secretary. Such orders and decisions-of the secretary may be appealed by 
any party to che o r i g i n a l hearing or Che rehearing before che commission, or by any party to the hearing before 
the secretary held pursuant to t h i s section, i n accordance-with the procedure of Subsections ( b ) , (c) and (d) 
of Section 70-2-25 NL-ISA 1978 except that the appeal s h a l l not be a de novo proceeding and s h a l l be l i m i t e d to a 
review of the record of the hearing held pursuant to the provisions of this section. 

70-2-27 TEMPORARY RESTRAINING ORDER OR INJUNCTION—GROUNDS-—HEARING—BOND.— 

A, No temporary r e s t r a i n i n g order or i n j u n c t i o n of any kind s h a l l be granted against the commission 
or the members thereof, or against the attorney general,.or against any agent, employee or representative of the 
d i v i s i o n , restraining the commission, or any of i t s members, or the d i v i s i o n or any of i t s agents, employees or 
representatives, or the attorney general, from enforcing any statute of- t h i s state r e l a t i n g to conservation of 
o i l or gas, or any of the provisions of t h i s act, or any rule , regulation or order made thereunder, except a f t e r 
due notice to the d i r e c t o r of the d i v i s i o n , and to a l l other defendants, and af t e r a hearing at which i t s h a l l 
be clearly shown to the court that the act done or threatened i s without sanction of law, or that the provision 
of this act,.or the r u l e , regulation or order complained of, i s i n v a l i d , and that, i f enforced against the 
complaining party, w i l l cause an irreparable i n j u r y . With respect to an order to decree granting temporary 
injunctive r e l i e f , the nature and extent of the probable i n v a l i d i t y of the state, or of any provision of t h i s 
act, or of any r u l e , regulation or order thereunder involved i n such s u i t , must be recited i n the order.or 
decree granting the temporary r e l i e f , as well as a clear statement' of the probable damage r e l i e d upon by tlie 
court as j u s t i f y i n g temporary i n j u n c t i v e r e l i e f . 

B. No .temporary i n j u n c t i o n of any kind, including a temporary r e s t r a i n i n g order against the 
commission or the members thereof, or the d i v i s i o n or i t s agents,.employees or representatives, or the attorney 
general, sh a l l become e f f e c t i v e u n t i l the p l a i n t i f f s h a l l execute a bond to the state with s u f f i c i e n t surety 
in an amount to be fixe d by the' court reasonably s u f f i c i e n t to indemnify a l l persons who may suf f e r damage by 
reason of the v i o l a t i o n pendente l i t e by the complaining party of the statute or the provisions of t h i s act,-
or of any rule, regulation or order complained of. Any person so su f f e r i n g damage may bring s u i t ' thereon 
before the expiration of six months a f t e r the statute, provision, rule, regulation or order complained of s h a l l 
be f i n a l l y held to be v a l i d , i n whole or i n part, or'such s u i t against the commission, or the members thereof, 
or the d i v i s i o n , s h a l l be f i n a l l y dismissed. Such bond s h a l l be. approved by the judge of the court i n which 
the s u i t is pending, and s h a l l be for the use and benefit of a l l persons who may suffer damage by reason of 
the v i o l a t i o n pendente l i t e of the statute, provision, r u l e , regulation or order complained of i n such s u i t , 
and who may bring s u i t w i t h i n the time prescribed by t h i s section; and such bond s h a l l be so conditioned. From 
time to time, on motion and with notice to the p a r t i e s , che court may increase or decrease che amount of the bond 
and may require new or a d d i t i o n a l sureties, as the facts may warrant. 

70-2-28 ACTIONS FOR VIOLATIONS.—Whenever i t s h a l l appear that any person i s v i o l a t i n g , or threatening 
to v i o l a t e , any statute of t h i s state w i t h respect to the conservation of o i l or gas,- or both, or any provision 
of this act, or any r u l e , regulation or order made thereunder, the d i v i s i o n through the attorney general s h a l l 
bring s u i t against such person i n the county of the residence of the defendant, or in the county of the residence 
of any defendant: i f there be more than one defendant, or i n the county where the v i o l a t i o n i s alleged to have 
occured, for penalties, i f any are applicable, and to r e s t r a i n such person from continuing such v i o l a t i o n or. 
from carrying out the threat of v i o l a t i o n . In such s u i t the d i v i s i o n may obtain i n j u n c t i o n s , p r o h i b i t o r y and 
mandatory, including temporary rest r a i n i n g orders and temporary inj u n c t i o n s , as the facts may warrant, incl u d i n g , 
when appropriate, an i n j u n c t i o n r e s t r a i n i n g any person from moving or disposing of i l l e g a l o i l or i l l e g a l 
o i l product, or i l l e g a l gas or i l l e g a l gas product, and any or a l l 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 
i f , i n the-judgment of the court, such action i s advisable. 

70-2-29 ACTIONS FOR DAMAGES —INSTITUTION OF ACTIONS FOR INJUNCTIONS BY PRIVATE PARTIES. — N o t h i n g i n t h i s 
act contained or authorized, and no su i t by or against: any person for v i o l a t i n g any stat u t e of t h i s state 
with respect to conservation of o i l and gas, or any provisions of thi s act, or any rule, regulation or order 
Issued thereunder, s h a l l impair or abridge or delay any cause of action for damages which any person may have 
or assert against any person v i o l a t i n g any statute of t h i s state w i t h respect to conservation of o i l and gas, 
or any provision of t h i s act, or any ru l e , regulation or order issued thereunder. Any person so damaged by 
the v i o l a t i o n may sue for and recover such damages as he may be e n t i t l e d to receive. In the event the d i v i s i o n 
should f a i l to bring s u i t to enjoin any actual or threatened v i o l a t i o n of any statute of t h i s state with respect 
to tiie conservation of o i l and gas, or of any provision of t h i s act, or of any rule , regulation or order made 
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thereunder, then any person or party i n int e r e s t adversely affected by such v i o l a t i o n , and who has n o t i f i e d 
the d i v i s i o n i n w r i t i n g of such v i o l a t i o n or threat thereof and has requested the d i v i s i o n to sue, may, 
to prevent any or further v i o l a t i o n , bring s u i t for that purpose i n the d i s t r i c t court of any county i n which 
the d i v i s i o n could have brought s u i t . I f , i n such s u i t , the court holds that i n j u n c t i v e r e l i e f should be 
granted, then the d i v i s i o n s h a l l be made a party and s h a l l be substituted for the person who brought the s u i t , 
and the in j u n c t i o n s h a l l be issued as i f the d i v i s i o n had at a l l times been the complaining party. 

70-2-30 VIOLATION OF COURT ORDER GROUNDS FOR APPOINTMENT OF RECEIVER.~ 

The v i o l a t i o n by any person of an order of the court r e l a t i n g to the operation of a well or wells, 
or of a pipeline or other transportation, equipment or f a c i l i t y , or of a refinery, or of a plant of any kind, 
s h a l l be s u f f i c i e n t ground for the. appointment of a receiver with power to conduct operations i n accordance 
with the order of the court. 

70-2-31 PENALTIES FOR VIOLATIONS—ACCESSORIES.— 

A. Any person who, for the purpose of evading t h i s act, or of evading any r u l e , regulation or 
order made hereunder, sha l l knowingly and w i l l f u l l y make or cause to be made any false entry or statement 
of fact i n any report required to be made by t h i s act or by any r u l e , regulation or order made hereunder; or 
who, for such purpose, s h a l l make or cause to be made any false entry i n any account, record or memorandum kept 
by any person i n connection w i t h the provisions of th i s act or of any rule , regulation or order made there
under; or who, for such purpose, s h a l l omit to make, or cause to be omitted, f u l l , true and correct entries 
i n such accounts, records or memoranda-, of a l l facts and transactions pertaining to the in t e r e s t of a c t i v i t i e s 
i n the petroleum industry of such person as may be required by the commission or d i v i s i o n under authority 
given to t h i s act or by any r u l e , regulation or order made hereunder; or who, for such purpose, s h a l l remove 
out of the j u r i s d i c t i o n of the state, or who s h a l l mutilate, a l t e r , or by any other means f a l s i f y , any book, 
record, or other paper pertaining to the transactions regulated by t h i s act or by any rule, regulation or order 
made hereunder; s h a l l be deemed g u i l t y of a felony and s h a l l be subject, upon conviction i n any court of 
competent j u r i s d i c t i o n , to a fine of not more than one thousand d o l l a r s ($1,000), or imprisonment for a term 
of not more than three years, or to both such f i n e and imprisonment. 

B. Any person who knowingly and w i l l f u l l y v i o l a t e s any provision of t h i s act or any r u l e , regulation 
or order of the commission or d i v i s i o n made hereunder, s h a l l , in. the event a penalty for such v i o l a t i o n i s 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 v i o l a t i o n , and for each and every act of v i o l a t i o n , such penalty co be recovered 
i n a s u i t i n the d i s t r i c t court of the county where the defendant resides, or i n tlie county of tiie residence 
of any defendant i f there be more than one defendant, or i n the d i s t r i c t court of the county where the v i o l a t i o n 
took place. The place of s u i t s h a l l be selected by tiie d i v i s i o n , and such s u i t , by d i r e c t i o n of the d i v i s i o n , 
s h a l l be i n s t i t u t e d and conducted i n the name of the d i v i s i o n by the attorney general or under his d i r e c t i o n by 
the d i s t r i c t attorney of the county where the s u i t i s i n s t i t u t e d . The payment of any penalty as provided for 
herein s h a l l not have the e f f e c t of changing i l l e g a l o i l or i l l e g a l gas product into legal o i l or legal gas 
product, nor shal l such payment have the e f f e c t of authorizing the sale or purchase or ac q u i s i t i o n , or the 
transportation, r e f i n i n g , processing, or handling i n any other way, of such i l l e g a l o i l or i l l e g a l gas, or 
i l l e g a l o i l or i l l e g a l gas product, but to the contrary penalty s h a l l be imposed for each prohibited transaction 
r e l a t i n g to such i l l e g a l o i l or i l l e g a l gas or i l l e g a l o i l or i l l e g a l gas product. 

C. Any person knowingly and w i l l f u l l y aiding or abetting any other person i n the v i o l a t i o n of any 
statute of t h i s state r e l a t i n g to the conservation of o i l and gas, or the v i o l a t i o n of any provisions of t h i s 
act, or any r u l e , regulation or order made thereunder, s h a l l be subject to the same penalties as are prescribed 
herein for the v i o l a t i o n by such other person. 

70-2-32 SEIZURE AND SALE OF ILLEGAL OIL OR GAS OR PRODUCTS—PROCEDURE. — 

A. Apart from, and i n addition to, any other remedy or procedure which may be available to che 
commission or the d i v i s i o n , or any penalty which may be sought against or imposed upon any person, with respect 
to v i o l a t i o n s r e l a t i n g to i l l e g a l o i l or i l l e g a l gas or i l l e g a l products thereof, a l l such o i l or gas or products 
thereof s h a l l , except under such circumstances as are stated herein, be contraband and sh a l l be seized and 
sold, and the proceeds applied as herein provided. The sale s h a l l not take place unless the court finds i n • 
the proceeding provided i n t h i s section that the owner of such i l l e g a l o i l or i l l e g a l gas or product thereof i s 
l i a b l e , or i n some proceeding authorized by Sections 70-2-1 through 70-2-34 NMSA 1978, such owner has already 
been held to be l i a b l e , for penalty for having produced the i l l e g a l o i l or i l l e g a l gas, or for having 
purchased or acquired the i l l e g a l o i l or i l l e g a l gas or product thereof. Whenever the d i v i s i o n believes that 
i l l e g a l o i l or i l l e g a l gas or product thereof i s subject to seizure and sale, as provided herein, i t s h a l l , 
through the attorney general, bring a c i v i l action i n rem for that purpose i n the d i s t r i c t court of the county 
where the commodity i s found, or the action may be maintained i n connection with any s u i t or cross-action 
for i n j u n c t i o n or for penalty r e l a t i n g to any prohibited transaction involving the i l l e g a l o i l or i l l e g a l gas 
or product thereof. Notice of the action i n rem sh a l l be given i n conformity with the law or rule applicable 
to such proceeding. Any person or party i n in t e r e s t who may show himself to be adversely affected by any such 
seizure and sale shall have the r i g h t to intervene i n the s u i t to protect his r i g h t s . 
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B. WTienever the pleading with respect to the f o r f e i t u r e of i l l e g a l o i l or i l l e g a l gas or product 
thereof shows ground for seizure and sale, and the pleading 'is v e r i f i e d or i s supported by a f f i d a v i t or 
a f f i d a v i t s , or by testimony under oath, the court s h a l l order such commodity to be impounded or placed under 
the c o n t r o l , actual or constructive, of the court through an agent appointed by the court. 

' C. The judgment a f f e c t i n g the f o r f e i t u r e s h a l l provide that the commodity be seized, i f not already 
under the c o n t r o l of the court, and that a sale be had i n s i m i l a r manner and w i t h , s i m i l a r notice as provided 
by law or r u l e w i t h respect to the sale-of personal property under execution; provided, however, the court may 
order that the commodity be sold i n specified l o t s or portions, and at, s p e c i f i e d - i n t e r v a l s , instead of being 
sold at one t i n e , T i t l e to the amount sold sh a l l pass as of the date of the seizure. The judgment s h a l l 
provide for payment of the proceeds of the sale into the common school fund, a f t e r f i r s t deducting the costs • 
i n connection w i t h the proceedings and the sale. The amount sold s h a l l be treated as legal o i l or legal gas 
or product thereof, as the case may be, i n the hands of- the purchaser, but the purchaser and the commodity 
shall be subject to a l l applicable laws and rules, regulations and orders with respect to further sale or 
purchase or a c q u i s i t i o n , and w i t h respect to the transportation, r e f i n i n g , processing, or handling i n any 
other way, of the commodity purchased. 

D.' Nothing i n this; section sh a l l deny'or abridge any cause of action a royalty owner, or any l i e n 
holder, or any other claimant, may,have, because of the f o r f e i t u r e of the i l l e g a l o i l or i l l e g a l gas or product 
thereof, against the person whose act resulted i n such f o r f e i t u r e . 

70-2-33 DEFINITIONS OF WORDS USED IN ACT.— 

Unless the context otherwise requires, the words defined i n t h i s section - s h a l l have the following 
meaning when found i n t h i s act, t o - w i t : 

A. "Person" means any natural person, corporation, association, partnership, receiver, trustee, 
guardian, executor, administrator and a fiduciary of any kind. 

B. "Pool" means an underground reservoir containing a common accumulation of crude petroleum o i l 
or natural gas or both. Each zone of a general struture, which zone i s completely separate from any other zone 
in the s t r u c t u r e , i s covered by the word "pool" as used herein. "Pool" i s synonymous wi t h "common source of 
supply" and w i t h "common reservoir." 

C. " F i e l d " means the general area which i s underlaid or appears to be underlaid by at least one 
(1) pool; and " f i e l d " also includes the underground reservoir or reservoirs containing such crude petroleum 
o i l or n a t u r a l gas, or both. The words "field'-' and "pool" mean the same thing when only one (1) underground 
reservoir i s involved; however, " f i e l d " unlike "pool" may r e l a t e to two (2) or more pools. 

D. "Product" means any commodity or thing made.or manufactured from crude petroleum o i l or.natural . 
gas, and a l l d e r i v a t i v e s of crude petroleum o i l or natural gas, including refined crude o i l , crude-tops, topped 
crude, processed crude petroleum, residue from crude petroleum, cracking stock, uncracked fuel o i l , treated' 
crude o i l , f u e l o i l , residuum, gas o i l , naphtha, d i s t i l l a t e , gasoline, kerosene, benzine, wash o i l , waste o i l , 
l u b r i c a t i n g o i l , and blends or mixtures of crude petroleum o i l or natural gas or any derivative thereof. 

E. "Owner" means the person who has the r i g h t to d r i l l i n t o and to produce from any pool, and to 
appropriate the production e i t h e r for himself or for himself and another. 

F. "Producer" means, the owner of well or wells capable of producing o i l or natural gas or both 
i n paying q u a n t i t i e s . 

G. "Gas transportation f a c i l i t y " means a pipeline i n operation serving gas wells for the trans
portation of n a t u r a l gas, or some other device or equipment i n l i k e operation whereby natural gas produced 
from gas wells connected therewith can be transported or used for consumption. 

H„ "Correlative r i g h t s " means the opportunity afforded,.so far as i t i s practicable to do so, 
to the owner of each property i n a pool to produce without waste his j u s t and equitable share of the o i l or 
gas, or both, i n the pool, being an amount, so far as can be practicably determined, and so far as can be-
practicably obtained without waste, substantially i n the proportion that the quantity of recoverable o i l 
or gas, or both, under such property bears to the t o t a l recoverable o i l or gas, or both, i n the pool, and 
for such purpose to use his j u s t and equitable share of the reservoir energy. 

I„ "Potash" means the naturally occurring bedded deposits of the s a l t s of the element potassium. 

70-2-34 REGULATION, CONSERVATION AND PREVENTION OF WASTE OF CARBON DIOXIDE GAS.— 

A. The o i l conservation d i v i s i o n i s hereby vested w i t h the authority and duty of regulation and 
conserving the production of and preventing waste of carbon dioxide gas w i t h i n t h i s state i n the same manner, 
insofar as i s practicable as i t regulates, conserves and prevents waste of natural or hydrocarbon gas. The 
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provisions of t h i s act r e l a t i n g to gas or natural gas s h a l l also apply to carbon dioxide gas insofar as the same 
are applicable. "Carbon dioxide gas" as used herein s h a l l mean non-combustible gas composed c h i e f l y of carbon' 
dioxide occurring na t u r a l l y i n underground rocks. 

B. The commission shall have concurrent j u r i s d i c t i o n and authority w i t h the d i v i s i o n to the extent 
necessary for the commission to perform i t s duties as required by law. 

70-2-35 LECAL REPRESENTATION' BEFORE THE FEDERAL POKER COMMISSION.—There may be a special assistant 
attorney general employed by the energy and minerals department who s h a l l represent the in t e r e s t s of t h i s state 
before the federal power commission. In addition t h i s attorney s h a l l work closely w i t h other agencies having 
r e s p o n s i b i l i t i e s r e l a t i n g to o i l and gas matters and sh a l l carry out such a d d i t i o n a l r e s p o n s i b i l i t i e s as are 

delegated to him by the energy and minerals department. A l l costs incurred i n employing such counsel s h a l l be 
paid out of the o i l conservation fund i n accordance w i t h provisions of State Budgets Act. 

70-2-36 REMOVING OR ALTERING MARKS OF IDENTIFICATION—PENALTY.— 

A. No person s h a l l remove, a l t e r , or attempt to remove or a l t e r , any s e r i a l number, brand name, 
trade mark or any other mark of i d e n t i f i c a t i o n from any too l or any other item of construction or o i l 
f i e l d equipment by grinding, f i l i n g , welding or any other method w i t h the i n t e n t to deprive i t s lawful owner 
of p o s i t i v e i d e n t i f i c a t i o n . 

B. Any person who violates the provisions of t h i s section i s g u i l t y of a misdemeanor and, upon 
conviction, s h a l l be fined not more than one thousand dollars ($1,000) or imprisoned f o r a d e f i n i t e term of 
not more than one year or both, 

70-2-37 OIL AND GAS RECLAMATION FUND CREATED—DISPOSITION OF FUND.—There i s hereby created the " o i l 
and gas reclamation fund". A l l funds i n the o i l and gas reclamation fund and the earnings therefrom are 
appropriated to the energy and minerals department for use by the o i l conservation d i v i s i o n i n carrying out 
the provisions of the Oi l and Gas Act, 

70-2-38 OIL AND GAS RECLAMATION FUND ADMINISTERED—PLUGGING TOLLS ON FEDERAL LAND—RIGHT OF IDENTIFICATION-
ANNUAL REPORT—CONTRACTORS SELLING EQUIPMENT FOR SALVAGE.— 

A. The o i l and gas reclamation fund s h a l l be administered by the o i l conservation d i v i s i o n . The 
dire c t o r of the d i v i s i o n s h a l l cause to be prepared plans for the plugging of abandoned wells which have not 
been plugged or which have been improperly plugged. The di r e c t o r , as funds become available i n the o i l and gas 
reclamation fund, s h a l l reclaim, and properly plug, a l l abandoned wells i n accordance w i t h the provisions of 
the O i l and Gas Act, and the rules and regulations promulgated thereunder. The d i v i s i o n may order wells plugged 
on federal lands on which there are no bonds running to the benefit of the state i n the same manner and i n 
accordance with the same procedures as with wells d r i l l e d on state and fee land, including u t i l i z i n g funds 
froai the o i l and gas reclamation fund to pay the cost of such plugging. When the costs of plugging a w e l l 
d r i l l e d on federal mineral leases are paid from the o i l and gas reclamation fund, the d i v i s i o n i s authorized 
to bring a s u i t against the operator or the owner of the minerals under the t r a c t , or both, i n the d i s t r i c t 
court of the county i n which the well i s located for indemnification for a l l costs incurred by the d i v i s i o n i n 
plugging said w e l l , Anyfunds collected pursuant to a judgment i n a s u i t for indemnification brought under 
the O i l and Gas Act shal l be deposited i n the o i l and gas reclamation fund. 

B. The director shall make an annual report to the secretary of energy and minerals, the governor 
and the l e g i s l a t u r e on the use of the o i l and gas reclamation fund. 

C. A l l contracts for well plugging s h a l l be entered in t o i n accordance with the provisions of the 
Public Purchases Act. Any contractor employed by the d i v i s i o n to plug a well i s authorized to s e l l for salvage 
the equipment and material which i s removed from the well i n plugging i t . 

70-6-1 PUBLIC INTEREST AND WELFARE.~ 

The underground storage of natural gas which promotes conservation thereof, which permits the. b u i l d i n g 
of reserves for orderly withdrawal i n periods of peak demand, which makes more readily available our natural 
gas resources to the domestic, commercial and i n d u s t r i a l consumers of th i s state, and which provides, a 
better year-round market to the various gas fields,'Ts hereby declared to be i n the public i n t e r e s t and 
welfare of t h i s state and the citizens hereof. 

70-6-2 DEFINITIONS.—As used i n t h i s act: 

A. "underground storage" sh a l l mean storage of natural gas i n a subsurface stratum or formation 
of the earth; 

B. "natural gas" shal l mean natural gas either while i n i t s o r i g i n a l state a f t e r withdrawal from the 
earth or a f t e r the same has been processed by removal therefrom of component parts not essential to i t s use 
for l i g h t and f u e l ; 
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C. "native gas" sh a l l mean gas which has not been previously withdrawn from the earth; 

D. " d i v i s i o n " s h a l l mean the o i l conservation d i v i s i o n of the energy and minerals department; 

E. "commission" s h a l l mean the o i l conservation commission; 

F. "natural gas company" s h a l l mean any person, f i r m or corporation engaged i n the d i s t r i b u t i o n , 
sale or furnishing of natural gas to or fo r the public subject to regulation by the public service commission 
under the Public U t i l i t y Act, or any person, f i r m or corporation engaged i n the business of transporting 
natural gas, subject to regulation by the federal power commission under the Natural Gas Act; and 

G. "public body" s h a l l mean the state of New Mexico or-any department, board, commission, bureau, 
i n s t i t u t i o n , public agency, county or p o l i t i c a l subdivision thereof including bodies corporate, bodies p o l i t i c , 
municipal corporations, school d i s t r i c t s , conservancy d i s t r i c t s and quasi-municipal corporations of a l l kinds." 

70-6-3 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 shal l attempt to accquire by option, lease, conveyance or other negotiated means, such 
formation or stratum p r i o r to resorting to the exercise of the power of eminent domain as her e i n a f t e r granted. 
Any public body and any executor, administrator, guardian, receiver or trustee s h a l l be authorized to grant to 
any such natural gas company r i g h t s for underground storage of natural gas i n lands subject to i t s or his 
control i n the same-manner as provided by law for entering into o i l and gas leases, or i f any such public body, 
executor, administrator, guardian-, receiver, or trustee s h a l l not be s p e c i f i c a l l y authorized by law to make o i l 
and gas leases,.then'the manner provided by law for lease by such public body, executor, administrator, guardian, 
receiver, or trustee of interests i n land, or i f any such public body, executor, administrator, guardian, 
receiver, or trustee s h a l l not be s p e c i f i c a l l y authorized by law to make o i l and gas leases or leases for 
interests i n land, then i n the manner provided by law for the sale by such public body, executor, administrator, 
guardian, receiver, or trustee of in t e r e s t s i n land. 

70-6-4 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 i n any land which the d i v i s i o n s h a l l have found to be suitable for the underground storage-of natural., 
gas, and i n connection therewith may appropriate such other interests i n the land, as may be required to maintain 
and operate f a c i l i t i e s for such underground 'storage; provided,, however, that the r i g h t to appropriate under
ground formations and strata s h a l l be l i m i t e d as follows: • 

A. no formation or stratum which i s producing or which i s capable of producing•oil i n paying q u a n t i t i e s , 
through any known recovery method, s h a l l be subject to appropriation hereunder; 

B. no formation or stratum that contained native gas producible i n paying q u a n t i t i e s s h a l l be subject 
to appropriation hereunder, unless the recoverable volumes of native gas o r i g i n a l l y i n place therein s h a l l be 
substantially depleted, and unless such formation or stratum has a greater value or u t i l i t y 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 r e l a t i v e l y small volumes of native gas which remain the r e i n ; 

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 s h a l l be subject to appropriation hereunder i f i t s use for underground 
storage purposes would cause i n j u r y to surface or underground water resources; 

E. no rights or in t e r e s t i n e x i s t i n g underground gas reservoirs, being used for the i n j e c t i o n , 
storage and withdrawal of natural gas, owned or operated by other than the conderaner, s h a l l be subject to 
appropriation; 

F. no dwelling, barn, store, warehouse or other building s h a l l be subject to appropriation here
under; and 

G. the r i g h t of appropriation hereby granted s h a l l be without prejudice to the ri g h t s of the 
owner of said lands or of other r i g h t s or inte r e s t s therein to d r i l l through the underground stratum or formation 
so appropriated i n such manner as s h a l l comply w i t h orders, rules and regulations of the d i v i s i o n issued for 
the purpose of protecting underground storage s t r a t a or formations against p o l l u t i o n and against the escape 
of natural gas therefrom and s h a l l be without prejudice to the rights of the owner of said lands or other r i g h t s 
or interests therein as to a l l other uses thereof. 

70-6-5 FINDINGS OF OIL CONSERVATION DIVISION.—Any natural gas company desiring to exercise the r i g h t 
of eminent domain as to any land for underground storage of natural gas s h a l l , as a co n d i t i o n a l precedent to 
the f i l i n g of i t s p e t i t i o n i n the d i s t r i c t court, obtain from the d i v i s i o n a decision f i n d i n g : 
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A. that the underground stratum or formation sought to be acquired i s suitable f o r the underground 
storage of natural gas; 

B. that the underground stratum or formation sought to be acquired i s incapable of producing o i l 
in paying q u a n t i t i e s through any known recovery method; 

C. that the formation or stratum sought to be acquired i s not underlying lands which contain known 
commercial deposits of potash; 

D. that i n j u r y w i l l not be caused to surface or underground water resources; 

E. that the underground stratum or formation sought to be acquired, i f i t contained native gas 
capable of production i n paying quantities, i s s u b s t a n t i a l l y depleted of recoverable native gas, and 
that such formation or stratum has a greater value or u t i l i t y as a gas storage reservoir than for the production 
of the remaining volumes of native gas therein; 

F. the extent of the horizontal l i m i t s of the reservoir expected to be penetrated by displaced or 
injected gas; and 

G. that no portion of the formation or stratum sought to be acquired has been appropriated or i s 
being u t i l i z e d for the i n j e c t i o n , storage and withdrawl of natural gas by others. 

70-6-6 COMMISSION OR DIVISION PROCEDURE.—The laws, rules and regulations r e l a t i n g to commission, or 
d i v i s i o n action i n matters pertaining to conservation of o i l and gas s h a l l be applicable to commission or 
d i v i s i o n proceedings under t h i s act. 

70-6-7 EXERCISE OF RIGHT OF EMINENT DOMAIN.—Any natural gas company having f i r s t obtained a decision 
from the d i v i s i o n , as hereinbefore provided, may proceed to appropriate for underground storage of natural gas 
subsurface s t r a t a or formations and such other int e r e s t s in.the land as may be required to maintain and 
operate f a c i l i t i e s for such underground storage i n the manner provided by law for the exercise of the r i g h t 
of eminent domain by railroads and telegraph and telephone companies. 

70-6-3 OWNERSHIP OF INJECTED GAS.— 

A l l natural gas which has previously been reduced to possession, and which i s subsequently injected 
i n t o underground storage i n any strata or formation s h a l l at a l l times be deemed the property of the i n j e c t o r , 
his heirs, successors or assigns; and i n no event s h a l l such gas be subject to the r i g h t of the owner of the 
surface of said lands or of any mineral i n t e r e s t therein, under which said s t r a t a or formation l i e , or of any 
person other than the i n j e c t o r , his heirs, successors, and assigns, co produce, take reduce to possession, 
waste, or otherwise i n t e r f e r e w i t h or exercise any control thereover; provided, that the i n j e c t o r , his heirs, 
successors and assigns, s h a l l have no r i g h t to gas i n any stratum, formation or p o r t i o n thereof, i n which 
storage r i g h t s have not been acquired pursuant to this act (70-6-1 to 70-6-8), or otherwise purchased. 

70-7-1 PURPOSE OF ACT. 

The l e g i s l a t u r e finds and determines that i t i s desirable and necessary under the circumstances and 
for the purposes hereinafter set out, to authorize and provide for the u n i t i z e d management, operation and further 
development of the o i l and gas properties to which the Statutory U n i t i z a t i o n Act (70-7-1 to 70-7-21 ) i s applicab 
to the end that greater ultimate recovery may be had therefrom, waste prevented, and c o r r e l a t i v e rights protected 
of a l l owners of mineral interests i n each unitized area. I t i s the i n t e n t i o n of the l e g i s l a t u r e chat Che 
Statutory U n i t i z a t i o n Act appiy to any type of operation that w i l l s u b s t a n t i a l l y increase the recovery of o i l 
above the amount that would be recovered by primary recovery alone and not to what the industry understands 
as exploratory u n i t s . 

70-7-2 SHORT TITLE. 

This act (70-7-1 to 70-7-21 ) may be cit e d as the "Statutory U n i t i z a t i o n Act." 

70-7-3 ADDITIONAL POWERS AND DUTIES OF THE OIL CONSERVATION DIVISION.—Subject to the l i m i t a t i o n s of che 
Statutory U n i t i z a t i o n Act che o i l conservation d i v i s i o n of the energy and minerals department hereinafter 
referred to as the " d i v i s i o n " , i s hereby vested with j u r i s d i c t i o n , power and au t h o r i t y and i t s h a l l be i t s 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. 

70-7-4 DEFINITIONS.—For the purposes of the Statutory U n i t i z a t i o n Act, unless the context otherwise 
requires: 

A. "pool" means an underground reservoir containing a common accumulation of crude petroleum o i l or 
natural gas or both. Each zone of a general structure, which zone i s completely separate from any other zone 
in the stru c t u r e , i s covered by the word pool as used herein. Pool i s synonymous with "common source of supply" 
and w i t h "common reservoir"; 
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B. " o i l and gas" means crude o i l , natural gas, casinghead gas, condensate or any combination thereof; 

C. "waste", i n addition to i t s meaning i n Section 70-2-3 NMSA 1978, s h a l l include both economic and 
physical waste r e s u l t i n g , or that could reasonably be expected to r e s u l t , from tha development and operation 
separately of t r a c t s that can best be developed and operated as a u n i t ; 

D. "working i n t e r e s t " means an interest i n unitized substances by v i r t u e pf a lease, operating agree
ment, fee t i t l e or otherwise, excluding royalty owners, owners of overriding r o y a l t i e s , o i l and gas payments, 
carried i n t e r e s t s , mortgages and l i e n claimants but including a carried i n t e r e s t , the owner of which i s p r i m a r i l y 
obligated to.pay, e i t h e r i n cash or out of production or otherwise, a portion of the u n i t expense; however, o i l 
and gas ri g h t s that are free of lease or other instrument creating a.working i n t e r e s t s h a l l be regarded, as a 
working i n t e r e s t to the extent of seven-eighths thereof and a royalty i n t e r e s t to the extent of the remaining 
one-eighth thereof; 

E. "working i n t e r e s t owner" or "lessee" means a person who owns a working i n t e r e s t ; 

F. "r o y a l t y i n t e r e s t " means a ri g h t to or in t e r e s t i n any portion of the unitized substances or 
proceeds thereof ether than a working i n t e r e s t ; • -

G. "ro y a l t y owner" means a person who owns a roya l t y i n t e r e s t ; 

H. "uni t operator" means the working i n t e r e s t owner, designated by working i n t e r e s t owners under 
the u n i t operating agreement: or the d i v i s i o n to conduct u n i t operations, acting as operator and not as a 
working i n t e r e s t owner; 

I . "basic r o y a l t y " means the royalty reserved i n the lease but i n no event exceeding one-eighth; and 

J. " r e l a t i v e value" means the value of each separately owned tr a c t for o i l and gas purposes and i t s 
contributing value to the u n i t i n r e l a t i o n to l i k e values of other t r a c t s i n the u n i t , taking i n t o account 
acreage, the quantity of- o i l and gas recoverable therefrom, location on structure, i t s probably p r o d u c t i v i t y of 
o i l and gas i n the absence of u n i t operations, the burden of operation to which the t r a c t w i l l or i s l i k e l y to be 
subjected, or so many of said factors, or such other pertinent engineering, geological, operating or p r i c i n g 
factors, as may be reasonably susceptible of determination. 

70-7-5 REQUISITES OF APPLICATION FOR UNITIZATION.—Any working i n t e r e s t owner may;file'an a p p l i c a t i o n 
with the d i v i s i o n requesting an order for the unit operation of a-poolor any part thereof. The ap p l i c a t i o n 
s h a l l contain: 

A. a description of the proposed unit area and the v e r t i c a l l i m i t s to be included therein with a 
map or p l a t thereof attached; 

B. a statement that the reservoir or portion thereof"involved i n 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 u n i t i z a t i o n which the applicant considers f a i r , reasonable and 
equitable; 

E. a copy of a proposed operating plan covering the manner i n which the unit w i l l be supervised and. 
managed and costs allocated and paid; and 

F. an a l l e g a t i o n of the facts required to be found by the d i v i s i o n under Section 70-7-6 NMSA 1978-

70-7-6 MATTERS TO BE FOUND BY THE DIVISION PRECEDENT TO ISSUANCE OF. UNITIZATION ORDER.— 

A. After an appli c a t i o n for u n i t i z a t i o n has been f i l e d with the d i v i s i o n and a f t e r notice and hearing, 
a l l i n the form and manner and i n accordance with the procedural requirements of the d i v i s i o n , and p r i o r to 
reaching a decision on the p e t i t i o n , the di v i s i o n s h a l l determine whether or not each of the following conditions 
e x i s t s : \ 

"(1) that the unitized management, operation and further development of the o i l or gas pool or a 
portion thereof i s reasonably necessary i n order to e f f e c t i v e l y carry on pressure maintenance or secondary or 
t e r t i a r y recovery operations, to substantially increse the ultimate recovery of o i l and gas from the pool or 
the un i t i z e d p o r tion thereof; 

(2) that one or more of the said unitized methods of operations as applied to such pool or por t i o n 
thereof i s feasible, w i l l prevent waste and w i l l result with reasonable p r o b a b i l i t y i n the increased recovery , 
of s u b s t a n t i a l l y more o i l and gas from the pool or unitized p o rtion thereof than would otherwise be recovered; 

(3) that the estimated additional costs, i f any, of conducting such operations w i l l not exceed the 
estimated value of the ad d i t i o n a l o i l and gas so recovered plus a reasonable p r o f i t ; 
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(4) that such u n i t i z a t i o n and adoption of one or more of such unitized methods of operation w i l l benef 
the working i n t e r e s t owners and r o y a l t y owners of the o i l and gas r i g h t s w i t h i n the pool or portion thereof 
d i r e c t l y affected; 

(5) that the operator has made a good f a i t h e f f o r t to secure voluntary u n i t i z a t i o n w i t h i n the pool 
or portion thereof d i r e c t l y affected; and 

(6) that the p a r t i c i p a t i o n formula contained i n the u n i t i z a t i o n agreement allocates the produced and 
saved unitized hydrocarbons to the separately owned t r a c t s i n the u n i t area on a f a i r , reasonable and equitable 
basis. 

B. I f the d i v i s i o n determines that the p a r t i c i p a t i o n formula contained i n the u n i t i z a t i o n agreement does 
not allocate unitized hydrocarbons on a f a i r , reasonable and equitable basis, the d i v i s i o n s h a l l determine the 
r e l a t i v e value, from evidence introduced at the hearing, taking i n t o account the separately owned tr a c t s i n the 
u n i t area, exclusive of physical equipment, for development of o i l and gas by u n i t operations, and the production 
allocated to each tr a c t s h a l l be che proportion that the r e l a t i v e value of each tr a c t so determined bears to 
the r e l a t i v e value of a l l t r a c t s i n the u n i t area. 

C. When the d i v i s i o n determines that the preceding condition e x i s t i t s h a l l make findings to that e f f e c t 
and make an order creating the u n i t and providing for the u n i t i z a t i o n and unitized operation of the pool or 
portion thereof described i n the order, a l l upon such terms and conditions as may be shown by the evidence to 
be f a i r , reasonable, equitable and which are necessary or proper to protect and safeguard the respective r i g h t s 
and obligations of the working i n t e r e s t owners and r o y a l t y owners. 

70-7-7 DIVISION ORDERS.—The order providing for u n i t i z a t i o n and u n i t operation of a pool or part thereof 
s h a l l be upon terms and conditions that are f a i r , reasonable and equitable and s h a l l approve or prescribe a plan 
or un i t agreement for u n i t operation which s h a l l include: 

A. a legal description i n terms of surface area of the pool or part thereof to be operated as a 
u n i t and the v e r t i c a l l i m i t s to be included therein "the u n i t area"; 

B. a statement of the nature of the operations contemplated; 

C. an allocation to the separately owned t r a c t s i n the u n i t area of a l l the o i l and gas that i s 
produced from the unit area and i s saved, being the production that i s not. used i n the conduct of operations 
on the u n i t area or not unavoidably l o s t ; 

D. a provision for the c r e d i t s and charges to be made i n the adjustment among the owners i n the u n i t 
area for t h e i r respective investments i n wells, tanks, pumps, machinery, materials and equipment contributed 
to the u n i t operations; 

E. a provision governing how the costs of u n i t operations including c a p i t a l investments s h a l l be 
determined and charged to the separately owned tracts and how said costs s h a l l be paid including a provision 
providing when, how, and by whom the u n i t production allocated to an owner who does not pay che share of the costs 
of un i t operations charged to such owner, or the i n t e r e s t of such owner, may be sold and the proceeds applied 
to the payment of such costs; 

F. a provision for carrying any working i n t e r e s t owner on a l i m i t e d , carried or n e t - p r o f i t s basis, 
payable out of production, upon such terms and conditions determined by the d i v i s i o n to be j u s t and reasonable, 
and allowing an appropriate charge for i n t e r e s t for such service payable out of such owner's share of production, 
provided that any nonconsenting working i n t e r e s t owner being so carried s h a l l be deemed to have relinquished 
to che u n i t operator a l l of i t s operating r i g h t s and working i n t e r e s t i n and to the u n i t u n t i l his share of 
the costs, service charge and i n t e r e s t are repaid to the u n i t operator; 

G. a provision designating the u n i t operator and providing for the supervision and conduct of the u n i t 
operations, including the selection, removal or s u b s t i t u t i o n of an operator from among the working i n t e r e s t 
owners to conduct the unit operations; 

H. a provision for a voting procedure for the decision of matters to be decided by the working i n t e r e s t 
owners i n respect td which each working i n t e r e s t owner s h a l l have a voting i n t e r e s t equal to i t s u n i t p a r t i c i p a t i o n 

I . the time when the u n i t operation s h a l l commence and the manner i n which, and the circumstances 
under which, the operations s h a l l 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 u n i t operations 
and for the protection of c o r r e l a t i v e r i g h t s and the prevention of waste. 

70-7-8 RATIFICATION OR APPROVAL OF PLAN BY OWNERS. — 

A. No order of the d i v i s i o n providing for u n i t operations s h a l l become e f f e c t i v e unless and u n t i l the 
plan for u n i t operations prescribed by the d i v i s i o n has been approved i n w r i t i n g by those persons who, under the 
division's order, w i l l be required i n i t i a l l y to pay at least seventy-five percent of the costs of the u n i t 
operations, and also by the owners of at least seventy-five percent of the production or proceeds thereof 
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Chat w i l l be credited to i n t e r e s t s which are free of cost such as r o y a l t i e s , overriding r o y a l t i e s and production 
payments, and the d i v i s i o n has; made a finding either i n the order providing f o r u n i t operations or i n a 
supplemental order, that the plan for unit operations has been so approved. Notwithstanding any other provisions 
of t h i s section, i f seventy-five percent or more of the unit area i s owned,- as to working i n t e r e s t , by one working 
interest owner, such working Interest owner must be joined by at least one other working i n t e r e s t owner i n • 
r a t i f y i n g and approving the plan of unit operations, unless such working i n t e r e s t i n said u n i t area; provided, 
however, i f a single owner i s one who, under the division's order w i l l be required i n i t i a l l y to pay at least 
twenty-five percent, but not t o r e than f i f t y percent, of the costs of unit operation, such owner must be 
joined by at least, one other owner of the same type i n t e r e s t i n disapproving, or f a i l u r e to approve, the plan of 
unit operations to defeat the plan. 

B. I f one owner i s the owner- of at least twenty-five percent, but not more than f i f t y percent, of the 
production or proceeds thereof that w i l l be credited to i n t e r e s t s which are free of costs, such owner must be 
credited to i n t e r e s t s which are free of costs, such owner must be joined by at least one other owner of the 
same type i n t e r e s t i n disapproving, or f a i l u r e to approve, the plan of u n i t operations to defeat the plan. 

C. I f the persons owning the required percentage of i n t e r e s t i n the u n i t area do not approve the plan 
for unit operations w i t h i n a period of six months from the date on which the order providing for u n i t operations 
i s made, such order s h a l l cease to be of further force and e f f e c t and s h a l l be revoked by the division,- unless 
the d i v i s i o n s h a l l extend the time for r a t i f i c a t i o n for good cause shown. 

D. When the persons owning the required percentage of i n t e r e s t i n the u n i t area have approved the 
plan for u n i t operations, the. i n t e r e s t s of a l l persons i n the u n i t are u n i t i z e d whether or not such persons 
have approved the: plan of u n i t i z a t i o n i n w r i t i n g . 

70-7-9 AMENDMENT OF PLAN OF UNITIZATION.—An order providing f o r u n i t operations may be amended by an 
order made by the d i v i s i o n i n the same manner and subject to the same conditions as an o r i g i n a l order providing 
for u n i t operations, provided: 

A. i f such an amendment affects only the right s and in t e r e s t s of the working i n t e r e s t owners, the 
approval of the amendment by the royalty owners s h a l l not be required; and 

B. no such amendment s h a l l change the percentage for the a l l o c a t i o n of o i l and gas as established 
for any separately owned t r a c t by the o r i g i n a l order, except w i t h the consent of a l l working i n t e r e s t owners 
and royalty owners i n such t r a c t , or change the percentage for the a l l o c a t i o n of costs as established, f o r any 
separately owned t r a c t by the o r i g i n a l order, except with the consent of a l l working i n t e r e s t owners i n 
such t r a c t . 

"70-7-10 PREVIOUSLY ESTABLISHED UNITS.—The d i v i s i o n , by order, may provide for the u n i t operation of a 
pool or parts thereof that embrace a unit area established by a previous order of the d i v i s i o n . Such order, 
i n providing for the a l l o c a t i o n of unit production, sh a l l f i r s t t r e a t the u n i t area previously established 
as a single t r a c t , and the portion of the u n i t production allocated thereto s h a l l then be allocated among-
the separately owned t r a c t s included i n such previously established u n i t area i n the same proportions as those 
specified i n the previous order." 

"70-7-11 UNIT OPERATIONS OF LESS THAN AN ENTIRE POOL.—An order may provide for u n i t operation on less 
than the whole of a pool where the unit area i s of such size and shape as may be reasonably suitable f o r that 
purpose, and the conduct thereof w i l l have no adverse e f f e c t upon other portions of the pool." 

"70-7-12 ' OPERATION—EXPRESSED OR IMPLIED COVENANTS.—All operations, including but not l i m i t e d t o , the 
commencement, d r i l l i n g or operation of a w e l l upon any portion of the u n i t area s h a l l be deemed for a l l purposes 
the conduct of such operations upon each separately owned t r a c t i n the u n i t area by the several owners thereof. 
The portion of the u n i t production allocated to a separately owned t r a c t i n a u n i t area s h a l l , when produced, 
be deemed, for a i l purposes, to have been actually produced from such t r a c t by a w e l l d r i l l e d thereon. . Operations 
conducted pursuant to an order of the d i v i s i o n providing for u n i t operations s h a l l c o n s t i t u t e a f u l f i l l m e n t of 
a l l the express or implied obligations for each lease or contract .covering lands' i n the u n i t area to the 
extent that compliance w i t h such obligations cannot be had because of the order of the d i v i s i o n . " 

70-7-13 INCOME FROM UNITIZED SUBSTANCES.—The portion of the u n i t production allocated to any t r a c t , 
and the proceeds from the sale thereof, s h a l l be the property and income of the several persons to whom, or. 
to whose c r e d i t , the same are allocated or payable under the order providing for u n i t operations. 

70-7-14 LIEN FOR COSTS.—Subject to such reasonable l i m i t a t i o n as may be set out i n the plan of u n i t i z a t i o n , 
the unit s h a l l have a f i r s t and p r i o r l i e n upon the leasehold estate and other o i l and gas r i g h t s (exclusive 
of a one-eighth r o y a l t y i n t e r e s t or exclusive of the i n t e r e s t provided i n the u n i t operating plan which allocates 
costs, i f i t i s d i f f e r e n t than one-eighth) i n and to each separately owned t r a c t , the i n t e r e s t of the owners 
thereof i n and to the u n i t production and a l l equipment i n the possession of the u n i t , to secure the payment of 
the amount of the u n i t expense charged to and assessed against such separately owned t r a c t . 

70-7-15 LIABILITY FOR EXPENSES.—The obligation or l i a b i l i t y of each working i n t e r e s t owner i n the 
several separately owned t r a c t s i n che unit for the payment of u n i t expense at a l l times s h a l l be several and 
not j o i n t or c o l l e c t i v e , and a working i n t e r e s t owner s h a l l not be chargeable w i t h , obligated or l i a b l e f o r , 
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d i r e c t l y or i n d i r e c t l y , more than the amount apportioned, assessed or otherwise charged to his i n t e r e s t i n the 
separately owned t r a c t pursuant to the order of u n i t i z a t i o n . 

"70-7-16 DIVISION ORDERS.— 

A. No d i v i s i o n order or other contract r e l a t i n g to the sale or purchase of production from a 
separately owned t r a c t s h a l l be terminated by the order providing for unit operations, but sh a l l remain i n force 
and apply to o i l and gas allocated to such t r a c t u n t i l terminated i n accordance with the provisions thereof. 

B. For purposes of t h i s section, " d i v i s i o n order" s h a l l mean a contract of sale to the purchaser of o i l 
and gas." 

70-7-17 PROPERTY RIGHTS.—-Except to the extent that the parties affected so agree, no order providing 
for u n i t operations s h a l l be construed to r e s u l t i n a transfer of a l l or any part of the t i t l e of any person 
to the o i l and gas r i g h t s i n any t r a c t i n the u n i t area. A l l property, whether real or personal, that may 
be acquired i n the conduct of u n i t operations hereunder s h a l l be acquired for the account of the working i n t e r e s t 
owners wi t h i n the u n i t area, and s h a l l be the property of such working i n t e r e s t owners i n the proportion that the 
costs of unit operations are charged. 

'70-7-18 EXISTING RIGHTS, RIGHTS IN UNLEASED LAND, AND ROYALTIES AND LEASE BURDENS.—Property r i g h t s , 
leases, contracts, and other r i g h t s or obligations s h a l l be regarded as amended and modified only to the 
extent necessary to conform to the provisions and requirements of the Statutory U n i t i z a t i o n Act and to any 
va l i d order of the d i v i s i o n providing for the u n i t operation of a pool or a part thereof, but otherwise s h a l l 
remain i n f u l l force and e f f e c t . A one-eighth part of the production allocated to each t r a c t under an order 
providing for the unit operation of a pool or a part thereof, s h a l l i n a l l events be and remain free and clear 
of any costs or expense of developing or operating the u n i t and of any l i e n therefor as an encumbered source, 
from which to pay the r o y a l t i e s or other cost-free obligations due or payable w i t h respect to the production 
from such t r a c t . I f a lease or other contract pertaining to a t r a c t or i n t e r e s t stipulates a r o y a l t y , over
r i d i n g royalty, production payment, or other o b l i g a t i o n i n excess of one-eighth of the production or proceeds 
therefrom, then the working i n t e r e s t owner subject to such excess payment or other o b l i g a t i o n s h a l l bear and 
pay the same." 

70-7-19 AGREEMENTS NOT VIOLATIVE OF LAWS GOVERNING MONOPOLIES OR RESTRAINT OF TRADE.—No agreement 
between or among lessees or other owners of o i l and gas r i g h t s i n o i l and gas properties entered i n t o pursuant 
hereto or .with a view or for the purpose of bringing about the u n i t i z e d development or operation of such pro
perties, s h a l l be held to v i o l a t e any of the statutes of t h i s state p r o h i b i t i n g monopolies or acts, arrangements, 
agreements, contracts, combinations or conspiracies i n r e s t r a i n t of trade or commerce. 

70-7-20 EVIDENCE OF UNIT TO BE RECORDED.—A copy of each u n i t agreement s h a l l be recorded i n the o f f i c e 
of the county c l e r k of the county or counties i n which the u n i t i s situ a t e d . 

"70-7-21 UNLAWFUL OPERATION.—From and a f t e r the date designated by the d i v i s i o n that a u n i t plan s h a l l 
become e f f e c t i v e , the operation of any we l l producing from the pool w i t h i n the area subject to said u n i t plan, 
by persons other than persons acting under the authority of the u n i t plan, or except i n the manner and to 
the extent provided i n such u n i t plan, s h a l l be unlawful and i s hereby prohibited." 

70-30-4 OIL AND GAS CONSERVATION TAX LEVIED—COLLECTED BY COMMISSION—RATE—INTEREST OWNER' S LIABILITY 
TO STATE—INDIAN LIABILITY.— 

A. There is levied and s h a l l be collected by the o i l and gas accounting commission a tax on a l l 
products which are severed and sold. The measure of the tax s h a l l be.nineteen one-hundredths of one percent 
of the taxable value of sold products. Every i n t e r e s t owner s h a l l be l i a b l e for this tax to the extent of 
his i n terest i n the value of such products, or to the extent of his i n t e r e r s t as may be measured by the value 
of such products. Provided, any Indian t r i b e , Indian pueblo or Indian s h a l l be l i a b l e for t h i s tax to the 
extent authorized or permitted by law. 

B. In the event the unencumbered balance i n the o i l and gas reclamation fund equals or exceeds one 
m i l l i o n dollars ($1,000,000) for any one-month period computed a f t e r payment of the tax for that month, then the 
tax levied by Subsection A of t h i s section s h a l l be reduced by one one-hundredths of one percent and no funds 
collected by the tax s h a l l be deposited i n the o i l and gas reclamation fund, notwithstanding the provisions 
of Section 7-30-14 NMSA 1978, When the unencumbered balance i n the o i l and gas reclamation fund i s less than 
or equal to fi v e hundred thousand dol l a r s ($500,000), then the tax levied by Subsection A of t h i s section s h a l l 
be increased by one one-hundredths of one percent and the additional funds s h a l l be deposited i n accordance 
with the provisions of Section 7-30-14 NMSA 1978. 

7-30-14 DISPOSITION OF OIL CONSERVATION FUND.—The o i l conservation fund, or so much the reof as may be 
necessary, i s hereby appropriated to the energy and minerals department to be by i t expended i n the performance 
of i t s duties; provided, however, that an amount equal to one-hundredths of one percent of the taxable value 
of sold products s h a l l be deposited i n the o i l and gas reclamation fund to be used by the o i l conservation 
d i v i s i o n i n carrying out the provisions of the O i l and Gas Act. 
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"74-6-2 DEFINITIONS.—As used i n the Water Quality Act: 

A. "water contaminant" means any substance: which a l t e r s the physical, chemical or b i o l o g i c a l q u a l i t i e s 
of water; 

B. "water p o l l u t i o n " means introducing or permitting the introduction i n t o water, either d i r e c t l y 
or i n d i r e c t l y , of one or more water contaminants i n such quantity and of such duration as may with reasonable 
p r o b a b i l i t y i n j u r e human health, animal or plant l i f e , or property, or to unreasonably i n t e r f e r e with the public 
welfare or the use of property; 

C. "wastes" means sewage, i n d u s t r i a l wastes or any other liquid,•gaseous or s o l i d substance which 
t r i l l p o l l u t e any waters of the state; 

D. "sewer system" means pipelines, conduits, pumping st a t i o n s , force mains or any other structures, 
devices, appurtenances or f a c i l i t i e s used for c o l l e c t i n g or conducting wastes to an ultimate point for 
treatment or disposal; 

E. "treatment works" means any p l a t or other works used for the purpose o'f t r e a t i n g , s t a b i l i z i n g 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 a l l water including water situated wholly or p a r t l y w i t h i n or bordering upon the 
state, whether surface or subsurface, public or p r i v a t e , except p r i v a t e waters that do not combine with other 
surface or subsurface water; 

H. "person" means the state or any agency, i n s t i t u t i o n or p o l i t i c a l subdivision thereof, any public 
or p r i v a t e corporation, i n d i v i d u a l , partnership, association or other e n t i t y , and includes any o f f i c e r , . o r 
governing or managing body of any p o l i t i c a l subdivision or public or private corporation; 

I . "commission" means the water q u a l i t y c o n t r o l commission;' 

J. "constituent agency" means, as the context may require, any or a l l of the following agencies of 
the s t a t e : 

1) the 

2) Che 

3) the 

4) che 

5) the 

6) the 

7) the 

8) the 

K. "new source" means any source, the construction of which i s commenced a f t e r the publication of 
proposed regulations prescribing a standard of performance applicable to the source." 

74_6-3 WATER QUALITY CONTROL COMMISSION CREATED.— 

A. There i s created the "water q u a l i t y c o n t r o l commission" consisting of: 

(1) the d i r e c t o r of the environment improvement d i v i s i o n of the health and environment department 
or a member of his s t a f f designated by him; 

C2) the dir e c t o r of the New Mexico department of game and f i s h or a member of his s t a f f designated 
by him; 

C3) the 

(4) the 

(5) the 

(6) the 
him; 
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(7) the executive secretary of the state natural resource conservation commission or a member of 
his s t a f f designated by him; 

(8) the di r e c t o r of the New Mexico bureau of mines or a member of his s t a f f designated by him; and 

(9) a representative of the public to be appointed by the governor for a term of four years and who 
s h a l l be compensated from the budgeted funds of the health and environment department i n accordance with the 
provisions of the Per Diem and Mileage Act. 

B. No member of the commission s h a l l receive or s h a l l have received, during the previous two years, 
a s i g n i f i c a n t p o r t i o n of his income d i r e c t l y or i n d i r e c t l y from permit holders or applicants for a permit and 
s h a l l , upon the acceptance of his appointment and.prior to the performance of any of his dut i e s , f i l e a s t a t e 
ment of disclosure w i t h the secretary of state disclosing any amount of money or other valuable consideration, 
and i t s source, the value of which i s i n excess of ten percent of his gross personal income i n each of the 
preceding two years, that he received d i r e c t l y or i n d i r e c t l y from permit holders or applicants f o r permits 
required under the Water Quality Act. 

C. The commission s h a l l elect a chairman and other necessary o f f i c e r s and s h a l l keep a record of i t s 
proceedings. 

D. A majority of the commission constitutes a quorum for the transaction of business, but no action 
of the commission i s v a l i d unless concurred i n by f i v e or more members present at a meeting. 

E. The commission i s the state water p o l l u t i o n c o n t r o l agency for t h i s state f o r a l l purposes of 
the Federal Water Poll u t i o n Control Act, the Water Quality Act of 1965 and the Clean Waters Restoration Act of 
1966, and may take a l l action necessary and appropriate to secure to t h i s state, i t s p o l i t i c a l subdivisions or 
i n t e r s t a t e agencies the benefits of these acts. 

F. The commission i s a d m i n i s t r a t i v e l y attached, as defined i n the Executive Reorganization Act, 
to the health and environment department. 

74-6-4 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 sources, public or priva t e , which loans and grants s h a l l not be expended for other than the purposes 
for which provided; 

B. s h a l l adopt a comprehensive water q u a l i t y program and develop a continuing planning process; 

C. Shall adopt water q u a l i t y standards as a guide to water p o l l u t i o n c o n t r o l ; 

D. s h a l l adopt, promulgate and publish regulations to prevent or abate water p o l l u t i o n i n the state 
or i n any spec i f i c geographic area or watershed of the state or i n any part thereof, or f o r any class of 
waters. Regulations s h a l l not specify the method to be used to prevent or abate water p o l l u t i o n , but may 
specify a standard of performance for new sources which r e f l e c t s the greatest degree of e f f l u e n t reduction 
which the commission determines to be achievable through application of the best available demonstrated c o n t r o l 
technology, processes, operating methods, or other a l t e r n a t i v e s , including, where practicable, a standard 
permitting no discharge or pollutants. In making i t s regulations, the commission s h a l l give weight i t deems 
appropriate co a l l facts and circumstances, including but not l i m i t e d t o : 

(1) character and degree of i n j u r y to or interference with health, welfare and property; 

(2) the public i n t e r e s t , including social and economical value of the sources of water contaminants 

(3) technical p r a c t i c a b i l i t y and economic reasonableness of reducing or el i m i n a t i n g water 
contaminants from the sources involved and previous experience w i t h equipment and methods available to co n t r o l 
the water contaminants involved; 

(4) successive uses, including but not l i m i t e d to, domestic, commercial, i n d u s t r i a l , pastoral, 
a g r i c u l t u r a l , w i l d l i f e and recreational uses; 

(5) f e a s i b i l i t y of a user or a subsequent user t r e a t i n g the water before a subsequent use; and 

(6) property r i g h t s and accustomed uses; 

E. s h a l l assign r e s p o n s i b i l i t y f o r administering i t s regulations to constituent agencies so as 
to assure adequate coverage and prevent d u p l i c a t i o n of e f f o r t . To t h i s end, the commission may make such 
c l a s s i f i c a t i o n of waters and sources of water contaminants as w i l l f a c i l i t a t e the assignment of administrative 
r e s p o n s i b i l i t i e s to constituent agencies. The commission s h a l l also hear and decide disputes between . 
constituent agencies as to j u r i s d i c t i o n concerning any matters w i t h i n the purpose of the Water Quality Act 
(74-6-2 to 74-6-13).. In assigning r e s p o n s i b i l i t i e s to constituent agencies, the commission s h a l l give 
p r i o r i t y to the primary interests of the constituent agencies. The environmental improvement agency s h a l l 
provide testing and other technical services; 
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E. s h a l l assign r e s p o n s i b i l i t y for administering i t s regulations to constituent agencies so as to assure 
adequate coverage and prevent du p l i c a t i o n of e f f o r t . • To this-end, the commission may make such. c l a s s i f i c a t i o n of 
waters and sources of water contaminants as w i l l f a c i l i t a t e the assignment of administrative r e s p o n s i b i l i t i e s 
to constituent agencies. The commission s h a l l also hear and decide disputes between constituent agencies 
as to j u r i s d i c t i o n concerning any matters within the purpose of the Water Quality Act- (74-6-2 to 74-6-13). 
In assigning r e s p o n s i b i l i t i e s to constituent agencies, the commission s h a l l give p r i o r i t y to the primary 
i n t e r e s t s of the constituent agencies. The environmental improvement agency s h a l l provide t e s t i n g and other 
technical services; 

F. may enter i n t o or authorize constituent agencies to enter i n t o agreements w i t h the federal 
government or other s t a t e governments f o r purposes consistent with-the Water Quality Act, and receive and 
allocate to constituent agencies funds made available to the commission; 

G. may grant an i n d i v i d u a l variance from any regulation of the commission, whenever i t i s found 
that compliance w i t h the regulation w i l l impose an unreasonable burden upon any lawful business, occupation 
or a c t i v i t y ; The commission may grant a variance conditioned upon a person e f f e c t i n g a p a r t i c u l a r abatement of 
water p o l l u t i o n w i t h i n a reasonable period of time. Any variance s h a l l be granted for a period of time specified 
by the commission,, The commission s h a l l adopt regulations specifying the procedure under which variances-
may be sought, which regulations s h a l l provide for the holding of a public hearing before any variance may be 
granted; 

H. may adopt regulations to require the, f i l i n g with i t or a constituent agency, of proposed 
plans and specifications' f o r the construction and operation of new sewer systems, treatment works or sewerage 
systems or extensions, modifications of or additions to new or e x i s t i n g sewer systems, treatment works or 
sewerage systems. F i l i n g w i t h or approval by the federal housing administration of plans f o r an extension 
to an e x i s t i n g , or construction of a new sewerage system intended to serve a subdivision s u b s t a n t i a l l y re
s i d e n t i a l i n nature s h a l l be de.emed compliance with a l l provisions, of t h i s subsection; 

I . may adopt regulations requiring notice to i t or a constituent agency of i n t e n t to introduce or 
allow the i n t r o d u c t i o n of water contaminants i n t o waters of the state; and 

J. may adopt regulations establishing pretreatment standards that p r o h i b i t or c o n t r o l the introduction 
i n t o p u b l i c l y owned sewerage systems of water contaminants which are not susceptible to treatment by the t r e a t 
ment works or which would i n t e r f e r e with the operation of the treatment works. 

74-6-5 PERMITS—APPEALS—PENALTY.— 

A. By regul a t i o n the: commission may require persons to obtain from a constituent agency designated 
by the commission a permit for the discharge of any water contaminant e i t h e r d i r e c t l y or i n d i r e c t l y i n t o water. 

B. Prior to the issuance of a permit, the constituent agency may require the submission of plans', 
specifications and other relevant information which i t deems necessary. 

C. The commission, s h a l l by regulation set the dates upon which applications f o r permits must be f i l e d 
and designate the time periods w i t h i n which the constituent agency must, a f t e r the f i l i n g of an appli c a t i o n 
for a permit, e i t h e r grant the permit, grant the permit subject to conditions or deny the permit. 

D. The constituent agency may deny any application for a permit i f : 

(1) i t appears that the e f f l u e n t would not: meet applicable state or federal e f f l u e n t regulations 
or l i m i t a t i o n s ; 

(2) any provision of the Water Quality Act 74-6-2 to 74-6-13 would be v i o l a t e d ; or 

C3) i t appears that the e f f l u e n t would cause any state or federal stream standard to be exceeded. 

E. The commission s h a l l be regulation develop procedures which w i l l ensure that the p u b l i c , affected 
governmental agencies, and any other state whose water may be affected, s h a l l receive notice of each 
application for issuance or modification' o f a permit. No r u l i n g s h a l l be made on any ap p l i c a t i o n for a permit 
without opportunity for a public hearing at which a l l interested persons s h a l l be given a reasonable chance 
to submit data, views or arguments o r a l l y or i n w r i t i n g and to examine witnesses t e s t i f y i n g at the hearing. 

F. Permits s h a l l be issued for fixed terms not to exceed f i v e (5) years. 

G. By regul a t i o n the commission may impose reasonable conditions upon permits r e q u i r i n g permittees to: 

(1) i n s t a l l , use and maintain e f f l u e n t monitoring devices; 

(2) sample e f f l u e n t s i n accordance with methods and at locations and i n t e r v a l s as may be pre
scribed by the commission; 

(3) e s t a b l i s h and. maintain records of the nature and amounts of e f f l u e n t s and the performance 
of e f f l u e n t c o n t r o l devices; 
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(4) provide any other information r e l a t i n g to the discharge of water contaminants; and 

(5) n o t i f y a constituent agency of the introduction of new water contaminants from a new source 
and of a substantial change i n volume or character of water contaminants being introduced from sources i n 
existence at the time of the issuance of the permit. 

H. The commission may provide by regulation a schedule of application fees f o r permits not 
exceeding the estimated cost of i n v e s t i g a t i o n and issuance of permits. Fees are to be paid at the time the 
a p p l i c a t i o n for the permit i s f i l e d . Fees collected pursuant to t h i s section s h a l l be deposited i n the general 
fund. 

I . The issuance of a permit does not relieve any person from the r e s p o n s i b i l i t y of complying w i t h 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 i t previous to i t s 
date of e x p i r a t i o n for any of the following causes: 

(1) v i o l a t i o n of any condition of the permit; 

(2) obtaining the permit by misrepresentation or f a i l u r e to disclose f u l l y a l l relevant f a c t s ; 

(3) v i o l a t i o n of any provisions of the Water Quality Act; 

(A) v i o l a t i o n of any applicable state or federal e f f l u e n t regulations; or 

(5) change i n any condition that requires either a temporary or permanent reduction or e l i m i n a t i o n 
of the permitted discharge. 

K. Permits issued, denied, modified or terminated under this section s h a l l not be deemed a major 
state action s i g n i f i c a n t l y a f f e c t i n g the q u a l i t y of the human environment w i t h i n the meaning of section 12-20-6(C) 
NMSA 1953. 

L. I f the constituent agency denies, terminates or modifies a permit, or grants a permit subject 
to condition, the constituent agency must n o t i f y the applicant or permittee by c e r t i f i e d mail of the action 
taken and the reasons therefor. I f the applicant or permittee i s d i s s a t i s f i e d w i t h the action taken by 
the constituent agency, he may f i l e a p e t i t i o n for hearing before the commission. Tae p e t i t i o n must be 
made i n w r i t i n g to the d i r e c t o r of the constituent agency wi t h i n t h i r t y (30) days a f t e r notice of the 
constituent agency's action has been received by the applicant or permittee. Unless a timely request for 
hearing i s made, the decision of the constituent agency s h a l l be f i n a l . 

M. I f a timely p e t i t i o n f o r hearing i s made, the commission s h a l l hold a hearing w i t h i n t h i r t y 
(30) days a f t e r receipt of the p e t i t i o n . Tlie constituent agency shal l n o t i f y the p e t i t i o n e r by c e r t i f i e d 
mail of the date, time and place of the hearing. Provided, that i f the commission upon receipt of the p e t i t i o n 
deems the basis for the p e t i t i o n for hearing by the commission i s affected w i t h substantial public i n t e r e s t , 
i t s h a l l ensure that the public s h a l l receive notice of the date, time and place of the hearing and s h a l l 
be given a reasonable chance to submit data, views or arguments o r a l l y or i n w r i t i n g and to examine witnesses 
t e s t i f y i n g at the hearing. Any public member submitting data, views or arguments o r a l l y or i n w r i t i n g s h a l l 
be subject to examination at the hearing. In the hearing, the burden of proof s h a l l be upon the p e t i t i o n e r . 
The commission may designate a hearing o f f i c e r to take evidence i n the hearing. Based upon the evidence 
presented at the hearing, the commission s h a l l sustain, modify or reverse the action of the constituent 
agency. 

N. I f the p e t i t i o n e r requests, the hearing s h a l l be recorded at the cost of the p e t i t i o n e r . Unless 
the p e t i t i o n e r requests that the hearing be recorded, the decision of the commission s h a l l be f i n a l . 

0. A p e t i t i o n e r may appeal the decision of the commission by f i l i n g w i t h the court of appeals a 
notice of appeal w i t h i n t h i r t y (30) days a f t e r the date the decision i s made. The appeal must be on the 
record -made at the hearing. The p e t i t i o n e r s h a l l c e r t i f y i n his notice of appeal that arrangements have 
been made with the commission for preparation of a s u f f i c i e n t number of tran s c r i p t s of the record of the 
hearing on which the appeal depends to support his appeal to the court, at the expense of the p e t i t i o n e r , 
including two (2) copies which he s h a l l furnish to the commission. 

P. A person who v i o l a t e s any provision of t h i s section i s g u i l t y of a misdemeanor and s h a l l 
be punished by a fine of not less than three hundred dollars ($300) nor more than ten thousand d o l l a r s 
($10,000) per day, or by imprisonment f o r not more than one(l) year, or both. 

Q. In addition to the remedy provided above, the t r i a l court may impose a c i v i l penalty f o r a 
v i o l a t i o n of any provision of t h i s section not exceeding f i v e thousand dollars ($5,000) per day. 

74-6-6 ADOPTION OF REGULATIONS—NOTICE AND HEARING.—No regulation or water q u a l i t y standard or 
amendment or repeal thereof s h a l l be adopted u n t i l a f t e r a public hearing w i t h i n the area of the state con
cerned; provided that the commission may adopt water q u a l i t y standards on the basis of the record of hearing 
held by the New Mexico department of public health p r i o r to the e f f e c t i v e date of the 'Water Quality Act 
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(74-6-2 to 74-6-13) I f those hearings were held i n general conformance with the provisions of t h i s section. 
Hearings on regulations of statewide application shall, be held at Santa Fe. Notice of the hearing s h a l l 
be given at least t h i r t y (30) days p r i o r to the hearing date and shall state the subject, the time and the 
place of the hearing and the manner i n which interested persons may present t h e i r views. The notice s h a l l 
also state where interested persons may secure copies of any proposed regulation or water q u a l i t y standard. 
The notice shall be published i n a newspaper of general c i r c u l a t i o n i n the area affected. Reasonable e f f o r t 
s h a l l be made ta give notice to a l l persons who have made a w r i t t e n request to the commission for advance notice 
of i t s hearings. Al: the hearing, the commission s h a l l allow a l l interested persons reasonable opportunity 
to submit data, views or arguments o r a l l y or i n w r i t i n g and to examine witnesses t e s t i f y i n g at the hearing. 
The commission may designate a hearing o f f i c e r to take evidence i n the hearing. Any person heard or represented 
at the hearing s h a l l be given w r i t t e n notice of the action of the commission. No regulation or water quality-
standard or amendment or repeal thereof adopted by the commission sha l l become e f f e c t i v e u n t i l t h i r t y (30) days 
af t e r i t s f i l i n g w ith the Supreme Court law l i b r a r i a n . 

74-6-7 VALIDITY OF REGULATION—JUDICIAL REVIEW.— 

A. Any person who i s or may be affected by a regulation adopted by the commission may appeal to the 
court, of appeals for further r e l i e f . A l l such appeals s h a l l be upon the record made at the hearing, and s h a l l . 
be taken to the court of-appeals w i t h i n t h i r t y (30) days a f t e r f i l i n g 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 f o r perfecting an appeal to the court of appeals under t h i s section consists of 
the timely f i l i n g of a notice of appeal w i t h a copy attached of the regulation from which the appeal i s taken. 
The appellant s h a l l c e r t i f y i n his notice of appeal that.arrangements have been made with the commission f o r 
preparation of a s u f f i c i e n t number of tr a n s c r i p t s 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 s h a l l 
furnish to the commission. 

C. Upon appeal, the court of appeals s h a l l set aside the regulation only i f found to be: 

(1) a r b i t r a r y , capricious or an abuse of d i s c r e t i o n ; 

(2.) not supported by substantial evidence i n the record or reasonably related to the prevention 
or abatement of water p o l l u t i o n ; or 

C-1) otherwise not i n accordance with law. 

74-6-8 DUTIES OF CONSTITUENT AGENCIES.—Each constituent- agency shal l administer regulations adopted pur
suant to the Water Quality Act (74-6-2- co 74-6-13) , r e s p o n s i b i l i t y for the administration of which has been assigned 
to i t by the commission. 

74-6-9 POWERS OF CONSTITUENT AGENCIES. —Each constitutent agency may: 

A. receive and expend funds.appropriated, donated or allocated to the constituent agency f o r purposes 
consistent with the Water Quality Act (74-6-2 . to 74-6-13) ; 

B. develop facts and make studies and investigations and require the production of documents' necessary 
to carry out the r e s p o n s i b i l i t i e s assigned to the constituent agency. The result of any i n v e s t i g a t i o n s h a l l be 
reduced to w r i t i n g 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 p o l l u t i o n conditions that are 
believed to require action where the circumstances are such that the r e s p o n s i b i l i t y appears to be outside the 
r e s p o n s i b i l i t y assigned to the agency making the report; 

E. make every reasonable e f f o r t to obtain voluntary co-operation i n the prevention or abatement of 
water p o l l u t i o n ; and 

F. upon presentation of proper credentials, enter at reasonable times upon or through any premises 
i n which an e f f l u e n t source is locaced or i n 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 shal l be only by order of the d i s t r i c t court for the county i n which the residence i s located and that, 
i n connection w i t h any entry provided for i n t h i s subsection, the constituent agency may: 

(1) have access to any copy of the records; 

(2) inspect any monitoring equipment or methods required to be i n s t a l l e d by regulations of the 
commission; and 

(3) sample any e f f l u e n t s . 

74-6-10 ABATEMENT OF WATER POLLUTION.— 

A, I f , as a r e s u l t of i n v e s t i g a t i o n , a constituent agency has good cause to believe that any person i s 
v i o l a t i n g or threatens to v i o l a t e any regulation of the commission for the enforcement of which the agency 
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i s responsible, and, i f the agency i s unable w i t h i n a reasonable time to obtain voluntary compliance, the 
commission may i n i t i a t e proceedings i n the d i s t r i c t court of the county i n whicli the v i o l a t i o n occurs. The 
commission may seek Injunctive r e l i e f against any v i o l a t i o n or threatened v i o l a t i o n of regulations, and such 
r e l i e f s h a l l be subject to the continuing j u r i s d i c t i o n and supervision of the d i s t r i c t court and the court's 
powers of contempt. The attorney general s h a l l represent the commission. 

B. In addition, to the remedies provided i n t h i s section, the d i s t r i c t court may impose c i v i l 
penalties not exceeding one thousand do l l a r s ($1,000) for each v i o l a t i o n of the Water Quality Act (74-6-2 
to 74-6-13) or any regulation of the commission, and may charge the person convicted of such v i o l a t i o n with the 
reasonable cost of t r e a t i n g or cleaning up waters polluted. Each day during any portion of which a v i o l a t i o n 
occurs constitutes a separate v i o l a t i o n . 

C. Any party aggrieved by any f i n a l judgment of the d i s t r i c t court under th i s section may appeal 
to the court of appeals as i n other c i v i l 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 i n v i o l a t i o n of the 
Water Quality Act or any regulation adopted pursuant thereto, from any person engaging i n , or who has engaged 
i n , such act or practice, signed and acknowledged by the chairman of the commission and the party effected. 
Any such assurance s h a l l specify a time l i m i t during which such discontinuance i s to be accomplished. 

74-6-11 EMERGENCY PROCEDURE.—Notwithstanding any other provision of the Water Quality Act(74-6-2 
to 74-6-13) , i f any person i s causing or contributing to water p o l l u t i o n of such characteristics and duration 
as to create an emergency which requires immediate action to protect human health, the d i r e c t o r of the 
environmental improvement agency s h a l l order the person to immediately abate the water p o l l u t i o n creating the 
emergency condition. I f the effectiveness of the order i s to continue beyond f o r t y - e i g h t (48) hours, the 
direc t o r of the environmental improvement agency s h a l l f i l e an action i n the d i s t r i c t court, not l a t e r than 
f o r t y - e i g h t (48) hours a f t e r the date of the order, to enjoin operations of any person i n v i o l a t i o n of the 
order. 

74-6-12 LIMITATIONS UPON OPERATION OF ACT.— 

A. The Water Quality Act (74-6-2 to 74-6-13) does not grant to the commission or to any other 
e n t i t y che power to take away or modify property r i g h t s i n water, nor i s i t the i n t e n t i o n of the Water 
Quality Act to take away or modify such r i g h t s . 

3. Effluent data obtained by the commission or a constituent agency s h a l l be available to the 
public. Other records, reports or information obtained by the commission or a constituent agency s h a l l 
be available to the public, except upon a showing s a t i s f a c t o r y to the commission or a constituent agency 
that the records, reports or information or a p a r t i c u l a r part thereof, i f made public, would divulge methods 
or processses e n t i t l e d 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 q u a l i t y of water i f the water p o l l u t i o n and i t s e f f e c t s are confined e n t i r e l y w i t h i n the 
boundaries of property w i t h i n which the water p o l l u t i o n occurs when the water does not combine with other waters. 

D. The Water Quality Act does not grant to the commission any j u r i s d i c t i o n or a u thority a f f e c t i n g 
the r e l a t i o n between employers and employees with respect to or a r i s i n g out of any condition of water q u a l i t y . 

E. The Water Quality Act does not supersede or l i m i t the a p p l i c a b i l i t y of any law r e l a t i n g to 
i n d u s t r i a l health, safety or s a n i t a t i o n . 

F. In the adoption of regulations and water q u a l i t y standards and i n any action for enforcement 
of the Water Quality Act and regulations adopted thereunder, reasonable degradation of water q u a l i t y r e s u l t i n g 
from b e n e f i c i a l use s h a l l be allowed. 

G. The Water Quality Act does not permit the adoption of regulations or other action by the 
commission or other constituent agencies which would i n t e r f e r e with the exclusive authority of the o i l 
conservation commission over a l l persons and things necessary to prevent water p o l l u t i o n as a r e s u l t of o i l 
or gas operations through the exercise of the power granted to the o i l conservation commission under section 
70-2-12 NMSA 1978, and other laws conferring power on the o i l conservation commission. 

74-6-13 CONSTRUCTION OF ACT.—The Water Quality Act (74-6-2 to 74-6-13) provides a d d i t i o n a l and 
cumulative remedies to prevent, abate and control water p o l l u t i o n , and nothing abridges or a l t e r s r i g h t s of 
action or remedies i n equity under the common law or statutory law, criminal or c i v i l . No provision of the 
Water Quality Act or any act done by v i r t u e thereof estops the state or any p o l i t i c a l subdivision or person 
as owner of water rights or otherwise, i n the exercise of t h e i r r i g h t s i n equity or under the common law 
or statutory law to supress nuisances or to abate p o l l u t i o n . 
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INDEX TO RULES AND REGULATIONS 

(References are to Rule numbers) 

-A-

Abandonment, premature, 802 
Abandonment of w e l l s ; see plugging 
Abandonment, temporary, 202, 1103 
Acreage Dedication Plat, see Plat 
Acreage Requirements, 104, 1101, 1102 
ACT; see Automatic Custody Transfer 
Address, mailing, O.C.D., 1301 
Adverse p a r t i e s , 1208 
Air i n j e c t i o n , 701, 1120 
Allocated pools; see Proration 
Allowable adjustment, non-standard u n i t s , 104 
Allowable adjustment, gas, 603 
Allowable change, 505, 1127 
Allowable, e f f e c t i v e date, 503 (d) , 1104 (2) 
Allowable, o i l , 502, 503, 504, 505 
Allowable, request f o r , 503 (d) , 504, 505, 1104 
Allowable, special; see Depth Bracket 

Allowable, special 
Allowable, t e s t i n g and completion, 504 
Allowable, water flood, 701 E 3 
Annual reports, d r i p , 314 
Application for Permit to D r i l l , Deepen or Plug 

Back, 102, 104, 705, 1101, 1103 
Application for hearing, 1203 
Authorization to transport o i l and gas, 312, 

314, 504, 303, 1104 
Automatic Custody Transfer, 309-A, 1106 

-B— 

Back allowable, 503 (h) 
Back pressure t e s t s , 401, 1122 
Blow-outs, 109, 116 
Blow-out preventers, 114 
Boilers, l o c a t i o n of, 114 
Bond, plugging, 101 
Bond, t r e a t i n g plant, 312 
Bonds, where f i l e d , 101, 1302 
Bonus Allowable; see Discovery Allowable 
Bottom hole pressure, 115, 302, 1124 
Bottoms, tank, 311, 313 
Bradenhead completions, 112-B 
Breaks, p i p e l i n e , 116 

Christmas trees, 115 
Churches, 310 
City, town, or v i l l a g e - d r i l l i n g w i t h i n , 102 
Cla s s i f i c a t i o n of pools, 5 
Common purchaser, gas, 902 
Common purchaser, o i l , 302 
Common tank batte r i e s , 309 
Communitization, 104, 1104 
Commingling, between leases, 309-B 
Commingling, between pools, 303-B 
Commingling, downhole, 303-C 
Completion allowable, 504 
Completion date, 104-D, 503 (d), 1104 
Confidential information, 1105 
Condensate, 803 
Core holes, 202 

Creation of pools, 1123 
Crooked holes, 111 

-D-

Daily tolerance, o i l production, 502 I 
Defective casing or cementing, 108 
Depth Bracket Allowable, 502, 505 
Depth Bracket Allowable, special, 505 (d) 
Development w e l l , defined, 104 A 
Deviation tests, 111 
Dikes, 310 
Directional d r i l l i n g , 111 
Directional Surveys, 111 
Disconnection, gas w e l l , 407, 1130 
Discovery Allowable, o i l , 509 
Discovery w e l l , 505 (a), 509 
Disposal wells, 701, 1120 
D i s t i l l a t e , 803 
D i s t r i c t s , areas of, 1301 
Downhole commingling, 303-C 
D r i l l i n g f l u i d , 114 
D r i l l i n g permits; see Application for Permit to D r i l l , 

Deepen, or Plug Back 
D r i l l i n g p i t leaks or s p i l l s , 116 
Drip, 314 
Drip Disposition Report, 314 
Drip traps, 311, 314 
Dry holes, 201, 202, 203, 204, 1103 

Carbon black, 404, 1119 
Carbon dioxide, 406 
Carbon dioxide plants; see Extraction Plants 
Casing, defective, 108 
Casing requirements, 107, 702 
Casing tests, 112-A VI ( a ) , 107 (b) (c) 
Casinghead gas, 305, 306, 506 
Cement, defective, 108 
Cement, strength, 107 
Cement, volume required, 107 
Cement, waiting t i n e , 107 
Central tank b a t t e r i e s , 309 
Ce r t i f i c a t e of Compliance, 312, 314, 503 (d) , 

504, 803, 1104 
Change of ownership, d r i l l i n g w e l l , 1103 
Change of ownership, producing w e l l , 1104 
Chemical treatment of wells, 113, 1103 

Elec t r i c generators, location of, 114 
El e c t r i c logs; see logs 
Emergency orders, 1202 
Engines, gas, 404 
Examiners, 1201-1220 inclusive 
Exceptions to rules, 1303 
Excess production, o i l , 502 I I and I I I 
Extension of Pools, 1123 
Extraction plants, 306, 1002, 1111 

-F— 

Federal Leases, 4, 1128 
Fences, for p i t s , 313 
Field personnel, 1303 
Fire, 116 



Fire hazards, 114, 310 
Fire walls, 310 
Flaring, gas, 306 
Flooding, water, 701, 704 
Flow-line breaks, 116 
Forms, where to f i l e , 1100, 1302 

-G-

Gas engines, 404 
Gas Flaring, 306 
Gas i n j e c t i o n , 701, 704, 1120 
Gas l i f t , 404 
Gas-Oil r a t i o , 301, 503 (e), 506, 1116 
Gas proration, 501, 602, 603, 604, Order No, R-1670, 

as amended 
Gas purchasing and transporting, 901, 902, 111 
Gas storage, 405, 1131 
Gas well disconnection notice, 407, 1130 
Gas w e l l t e s t s , see Tests, Gas Wells 
Gas well gas, to be measured, 403 
Gas w e l l , l i q u i d s , 803 
Gas w e l l p o t e n t i a l , 104-D, 401, 1122 
Gas well production reports, 1111, 1115 
Gas w e l l shut-in pressures, 402, 1125 
Gas u t i l i z a t i o n , 404 
Gasoline breaks or leaks, 116 
Gasoline plants; see Extraction Plants 
Government leases, 4, 1128 

-H— 

Hearings, 1201-1223 in c l u s i v e 
Hearings, market demand, 503 
Hearing de novo, 1220 
Highways, 310 

Monthly Report, Carbon Black, 1119 
Monthly Report, gas purchaser's, 1111 
Monthly Report, Gasoline or other Extraction Plant, 1002, I l l l -
Monthly Report, I n j e c t i o n , 704, 1120 
Monthly Report; Operator's (Production), 306, 308, 311, 502 

I I I 5. VI, 1115 
Monthly Report, Refiners, 1001, 1113 
Monthly Report, Transporter's, 314, 1112 
Monthly Report, Treating Plants, 312, 1118 
Monthly Report, Water Disposal, 1120 
Monthly tolerance, o i l production, 502 I I 
Multiple Completions, 112-A, 304, 1107 

-N-

Natural gas, see Gas 
No-flare order,,306 
Nominations, crude o i l , 1121 
Nominations, gas, 601, 1121 
Non-marginal u n i t , 503 (e) 
Non-standard u n i t s , gas, 104 D 
Non-standard u n i t s , o i l , 104 M 
Son-standard locat i o n , 104 F 
Notice of Intention to D r i l l ; 

D r i l l , Deepen, or Plug Back 
Notice of Hearing, 1204, 1205, 1206 
Notices, miscellaneous; see Sundry Notices 
N o t i f i c a t i o n - leaks, s p i l l s , breaks or blowouts, 116 

-0-

see Application f o r Permit to 

Offices, D i s t r i c t , 1301 
Off-Lease Storage, 309-C 
Oil proration, 501, 502, 503, 504, 505 
Oil s p i l l s , 116 
Orders, emergency, 1202 
Overproduction, o i l , 502 I and I I 

I d e n t i f i c a t i o n of dry holes, 202 
I d e n t i f i c a t i o n of wells, 103 
I l l e g a l gas, 901 
I l l e g a l o i l , 502 I I I , 801 
I n j e c t i o n , gas, water, a i r , LPG, 701, 702, 703, 

704, 1115, 1120 
Inhabited areas, 310 

-J-
-iC-

-L-

LACT; see Automatic Custody Transfer 
Leaks, 116 
Legal notice; see Notice of Hearing 
Lightning, 116 
Limiting gas-oil r a t i o , 506 
Load O i l , 508, 1126 
Location of w e l l s , 104, 1102 
Logs, 112-A I I I ( d ) , 117, 701, 705, 1105 
LPG I n j e c t i o n , 701, 704, 1120 
LPG storage, 7 05 

-M-

Mailing address, O.C.D., 1301 
Marginal u n i t s , 503 ( e ) , 506 
Markers, dry hole, 202 
Market demand, 503 
Market Demand Percentage Factor, 503 
Miscellaneous notices; see Sundry Notices and 

Reports 

-P-

Packers, 112-A I I (d) 
Packer Leakage Tests, 112-A VI (c) 
Packer Setting A f f i d a v i t , 112-A VI (d) 

Penalized u n i t , 503 (e) 
Permit, d r i l l i n g ; see Application for Permit to D r i l l , 
Deepen, or Plug Back 

Permit, Tank Cleaning, 311, 1117 
Permit, Pit Burning, 311, 1117 
Pit s , d r i l l i n g , 105,, 116 
Pit s , for tank bottoms, 313 
Pit o i l , 312 
Pipeline breaks, s p i l l s or leaks, 116 
Pipeline proration, 503 (h) 
Plat, Acreage Dedication and Well Location, 1101, 1102 
Plugging, Notice of I n t e n t i o n , 201, 1103 
Plugging method, 202, 1103 
Plugging Report, 201, 1103 
Pollution, 116, 313 
Pooling or commuitization.(oil) f r a c t i o n a l l o t s , 104 M 
Pools, creation and extension of, 1123 
Potash Area, Order No. R - l l l - A , as amended 
Potential, gas w e l l , 104, 401 
Premature abandonment, 802 
Pressure, bottom hole; seel Bottom hole pressure 
Pressure control equipment, 114, 115 
Pressure, gas w e l l , 401, 402, 1125 
Pressure maintenance, 701, 704, 1120 
Production Reports; see Monthly Report, Operator 
Project area, water flood, 701 E 2 
Proration, gas, 601, 602, 603, 604 
Proration, o i l , 501, 502, 503, 504, 505 

Proration period, gas, 602 



Proration schedule, o i l 503 (d) 
Prorat ioning, p i p e l i n e , 503 (h) 
Prora t ioning, purchaser, 802 
Pumps, gas, 404 
Pumps, vacuum, 307 
Purchaser, gas, 902, 1111, 1121 
Purchaser, o i l , 802, 1121 
Purchaser p r o r a t i o n i n g , 802 

-R-

Radioactivity logs; see Logs 
Ratable take, gas, 902 
Ratable take, o i l , 802 
Records, company, 1100 
Refinery reports, 1001, 1113 
Rehearings, 1222 
Release of bond, 101 
Remedial work, 1103 
Reports, annual; see Annual Reports 
Reports, miscellaneous; see Sundry 

Notices 

Reports, monthly; see monthly reports 
Reports, where f i l e d , 1100, 1302 
Request for allowable, 503, 504, 505, 1104 
Reservoir Pressures; see Bottom hole pressure 

-S-

Safety regula t ions , 114, 310 
Salt Water, 308, 701 
Salt water d isposa l , 701, 1108, 1120, Order 

No. R-3221, as amended 
Schools, 310 
Secondary recovery, 701, 704, 1120 
Sediment o i l , 311, 1117 
Seismic holes, 204 
Separators, 115 
Shooting of w e l l s , 113 
Shut-in pressures, gas w e l l , 402, 1125 
Signs on we l l s , 103 
Slush p i t leaks or s p i l l s , 116 
Spacing, 104, 505 
Special Allowables, 505 (d) 
Sp i l l s , 116 
Stream p o l l u t i o n , 313 
Storage, gas, 405, 1131 
Storage, LPG, 705 
Storage p i t s and ponds - leaks or s p i l l s , 116 
Storage records, o i l , 502 V 
Subsurface pressures, 115, 302, 1124 
Sundry Notices and Reports, 201, 1103 
Supplements to Proration Schedule, 503, (d) and 
Surface casing, 107 
Surface damage, 116 
Suspension of d r i l l i n g operations, 202 

Tests, casing, 107 
Tests, gas-oil r a t i o , 301, 506, 1116 
Tests, gas wel l s , 104-D, 401, 402, 1122, 1125 
Tests, p r o d u c t i v i t y , 301, 401 
Testing allowable, 504 
Tolerance, d a i l y o i l , 502 I 
Tolerance, monthly o i l , 502 I 
Tolerance, w e l l lo c a t i o n , 104 
Top u n i t allowable, 503 (d) 
Transfer of wel l s , 101 
Transporter, gas, 1111 
Transporter, o i l , 1112 
Treating plants, 312 
Tubing requirements, 107, 702 
Tubingless completions, 107 

Underproduction, o i l , 502 I I , 503 (h) 
Unitized areas, 507 
Unorthodox locations, 104 ( f ) 

_V-

Valves, 115 
Vacuum pumps, 307 
Vented gas, 306 

-W-

Waste, prohibited, 3, 314, 404 
Water f l o o d , 701, 704, 1120 
Water, fresh, 106, 701, 702 
Water i n j e c t i o n , 701, 704, 1120 
Water, s a l t , 308, 701 
Water, sulphur, 308 
Watercourse, 116 
Well-bore commingling, 303-C 
Well Completion or Recompletion Report, 117, 704, 1105 
Well i d e n t i f i c a t i o n , 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-

( f ) 

-T-

Tank ba t t e r i e s , 309, 310 
Tank bottoms, 311, 313 
Tank Cleaning permit, 311, 1117 
Tank f i r e s , 116 
Temporary abandonment, 202, 1103 
emperature gradient, 107 

Tests, bottom hole pressure, 302, 1124 



STATEMENT OF LEGAL AUTHORITY 
OF THE STATE OF NEW MEXICO BY AND THROUGH 

ITS OIL CONSERVATION DIVISION OF THE ENERGY 
AND MINERALS DEPARTMENT TO CONDUCT AN 
UNDERGROUND INJECTION CONTROL PROGRAM 

GENERAL 

The legal basis upon which the Oil Conservation Division reli e s as i t s authority 
to administer an Underground Injection Control Program under the federal Safe Drink
ing Water Act, as amended, depends on a vali d enactment of a state regulatory scheme 
to regulate o i l and gas operations i n the State. 

From a h i s t o r i c a l viewpoint, the New Mexico "Oil and Gas Act" setting up such 
a regulatory scheme was i n i t i a l l y adopted i n 1935 generally for the purpose of en
couraging conservation, preventing waste, and requiring sound completion and re
completion practices i n the exploration and production of o i l and gas reserves. 

In order to keep abreast of, and encouraging advances i n d r i l l i n g techniques 
and i n improving d r i l l i n g equipment and materials, the Oil and Gas Act has been 
modified and amended from time to time, as necessary, to i t s current form. As a 
result , current regulation of o i l and gas operations i n New Mexico insures that a l l 
operators w i l l follow standard and effective conservation practices. Water protec
t i o n and o i l and gas reservoir protection are two of the more important practices 
which must be observed by o i l and gas operators. Essentially both of these practices 
deal with the i n t e g r i t y of well bores. 

Fresh water strata containing underground sources of drinking water are pro
tected by casing set below the deepest zone that might contain such water. The 
casing i s cemented s u f f i c i e n t l y to prevent migration of fl u i d s from and into each 
stratum penetrated. D r i l l i n g muds, o i l , and.water recovered from testing, and the 
residue from formation treatments are confined or disposed of, so that p o l l u t i o n 
of the surface, ponds and other watercourses i s avoided. 

Dry holes must be plugged and abandoned i n such a manner that subsurface s a l t 
water or brines w i l l be confined to the stratum i n which i t i s found, thereby pro
tecting underground sources of drinking water. 

Each o i l , gas,and water stratum penetrated by a well must be permanently 
sealed by casing and cement. Cement must be allowed to set a minimum length of 
time to assure adequate cement strength before continued d r i l l i n g , completion or 
recompletion procedures are continued. Once the required time has elapsed, pre
scribed testing procedures must be followed. Should the tests reveal defective 
cementing, necessary remedial work must be done to correct the deficiency. 

Research of case law in New Mexico as to the c o n s t i t u t i o n a l i t y and v a l i d i t y 
of the Oil and Gas Act, as amended, leads to the conclusion that there has never 
been a serious challenge to i t s enactment. Obviously, there have been numerous 
cases challenging the action taken by the Oil Conservation Commission or the 
Division (both have concurrent j u r i s d i c t i o n under the Oil and Gas Act) i n 
particular cases. None of these researched cases have, however, invalidated 
statutory authority granted to the Division for administering the provisions of 
the Oil and Gas Act. 



SPECIFIC STATUTORY AUTHORITY 

The D i v i s i o n derives i t s essen t i a l source of a u t h o r i t y f o r p r o t e c t i o n 
of underground sources of d r i n k i n g water from the two s t a t u t e s . 

Section 70-2-11(A), New Mexico Statutes Annotated, 1978 Compilation 
states: 

"The D i v i s i o n i s hereby empowered, and i t i s i t s duty, t o 
prevent waste p r o h i b i t e d by t h i s act and t o p r o t e c t c o r r e l a t i v e 
r i g h t s as i n t h i s act provided. To t h a t end, the d i v i s i o n i s 
empowered t o make and enforce r u l e s , r e g u l a t i o n s and orders, 
and t o do whatever may be reasonably necessary t o carry out the 
purpose of t h i s a c t , whether or not i n d i c a t e d or s p e c i f i e d i n any 
section hereof." 

The p e r t i n e n t p o r t i o n s of Section 70-2-12 NMSA, 1978 Compilation, which 
c l e a r l y a.nd s p e c i f i c a l l y o u t l i n e the Division's powers, i n s o f a r as a d m i n i s t r a t i o n 
of a program such as the Underground I n j e c t i o n Control Program, are as f o l l o w s : 

"A. Included i n the power given t o the d i v i s i o n i s the a u t h o r i t y 
t o c o l l e c t data; t o make in v e s t i g a t i o n s and inspections; t o examine, proper
t i e s , leases, papers, books and records; t o examine, check, t e s t and gauge 
o i l and gas w e l l s , and tanks, plants, r e f i n e r i e s and a l l means and modes 
of t r a n s p o r t a t i o n and equipment; to hold hearings; t o provide f o r the 
keeping of•records and the making of reports and for. the checking of the 
accuracy thereof; t o l i m i t and prorate production of crude petroleum o i l 
or n a t u r a l gas, or both, as i n t h i s act provided; to re q u i r e e i t h e r g e n e r a l l y 
or i n p a r t i c u l a r areas c e r t i f i c a t e s of clearance or tenders i n connection-
w i t h the t r a n s p o r t a t i o n of crude petroleum o i l or n a t u r a l gas or any 
products thereof, or both such o i l and products, or both such n a t u r a l gas 
and products. 

B. Apart from any a u t h o r i t y , express or implied, elsewhere given 
to or e x i s t i n g i n the d i v i s i o n by v i r t u e of t h i s act or the s t a t u t e s of 
t h i s s t a t e , the d i v i s i o n i s hereby authorized to make r u l e s , r e g u l a t i o n s 

.and orders f o r the purposes and wi t h respect t o the subject matter stated, 
herein, v i z : 

(1) To require dry or abandoned wells to be plugged i n such 
a way.as t o confine the crude petroleum o i l , n a t u r a l gas or water i n the 
s t r a t a i n which they are found, and to prevent them from escaping i n t o 
other s t r a t a ; the d i v i s i o n may recruire a bond of not t o exceed ten thou
sand d o l l a r s ($10,000) conditioned f o r the performance of such r e g u l a t i o n s ; 

(2) t o prevent crude petroleum o i l , n a t u r a l gas or water 
from escaping from s t r a t a i n which they are found i n t o another stratum 
or other stratai; 

(4) t o prevent the drowning by water of any stratum or p a r t 
thereof capable of producing o i l or gas, or both o i l and gas> i n paying 
q u a n t i t i e s , and to prevent the premature and i r r e g u l a r encroachment of 
water, or any other kind of water encroachment, which reduces or tends 
t o reduce t h e . t o t a l u l t i m a t e recovery of crude petroleum o i l or gas, 
or both such o i l and gas, from any pool; 



(6) t o prevent "blow-outs" and "caving" i n the sense t h a t 
the conditions i n d i c a t e d by such terms are generally understood i n the 
o i l and gas business; 

(7) t o require wells t o be d r i l l e d , operated and produced 
i n such manner as t o prevent i n j u r y to neighboring leases or p r o p e r t i e s ; 

(13) t o regulate the methods and devices employed f o r storage 
i n t h i s s t a t e of o i l or na t u r a l gas or of any other substance i n t o any 
pool i n t h i s s t a t e f o r the purpose of repressuring, c y c l i n g , pressure 
maintenance or secondary recovery operation; 

(14) t o permit the i n j e c t i o n of n a t u r a l gas or of any other 
substance i n t o any pool i n t h i s state f o r the purpose of repressuring, 
c y c l i n g , pressure maintenance or secondary recovery operation; 

(15) t o regulate the d i s p o s i t i o n of water produced or used 
i n connection w i t h the d r i l l i n g f o r or producing of o i l or gas, or both, 
and t o d i r e c t surface or subsurface disposal of such water i n a manner 
t h a t w i l l a f f o r d reasonable p r o t e c t i o n against contamination of fr e s h 
water supplies designated by the state engineer; * 

(18) t o spend the o i l and gas reclamation fund and do a l l 
acts necessary and proper t o plug dry and abandoned o i l and gas we l l s 
i n accordance w i t h the provisions of the O i l and Gas Act (70-2-1 to 
70-2-36 NMSA 1978) and the Public Purchases Act (13-1-1 t o 13-1-27 
NMSA, 1978) i n c l u d i n g disposing of salvageable equipment and m a t e r i a l 
removed from o i l and gas wells being plugged by the s t a t e . " 

RULES AND REGULATIONS 

The D i v i s i o n ' s current regulations, some of which have been promulgated or 
revised s p e c i f i c a l l y t o accommodate the Underground I n j e c t i o n Control Program, 
have a l l been promulgated only a f t e r proper n o t i c e and hearing. While there i s 
always a r i s k t h a t a r e g u l a t i o n or regulations may be l e g a l l y challenged, i t i s 
submitted t h a t appropriate procedural safeguards have been taken by the D i v i s i o n 
to avoid i n v a l i d a t i o n of any of i t s rules and regul a t i o n s on procedural grounds... 

Because other p o r t i o n s of the Division's demonstration w i l l contain a concise 
explanation and d e s c r i p t i o n of p e r t i n e n t r e g u l a t i o n s , i t s u f f i c e s t o say i n t h i s 
context t h a t requirements of the Underground I n j e c t i o n Program as required by the 
fed e r a l Environmental Pro t e c t i o n Agency are being s a t i s f i e d . 

SPECIFIC REQUIREMENTS OF SECTION 1425 OF THE SAFE DRINKING WATER ACT, 
AS AMENDED 

The s p e c i f i c p o r t i o n s of Section 1425 p e r t i n e n t t o t h i s statement state 
i n p a r t : 

*See Program Description E x h i b i t X I I I f o r explanation of designation of fr e s h 
water supplies by State Engineer. 



" . . . the State may demonstrate t h a t (the Class I I ) 
p o r t i o n of the State program meets the requirements of sub
paragraphs (A) through (D) of Section 1421 (b) (1) and repre- . 
sent.s an e f f e c t i v e program (including adequate recordkeeping 
and reporting) to prevent underground i n j e c t i o n which endangers 
d r i n k i n g water sources." 

A discussion of the requirements of Section 1421 (b) ( 1 ) , i n s o f a r 
as they r e l a t e t o New Mexico's Class I I program, f o l l o w s : 

(1) Section 1421 (b)(1)(A) requirement t h a t an 
approvable State program p r o h i b i t s any underground i n j e c t i o n 
which i s not authorized by permit or r u l e . 

By r e g u l a t i o n , pursuant t o Section 70-2-12 A and B, New Mexico Statutes 
Annotated, 1978 Compilation, supra, i n j e c t i o n of any substance i s p r o h i b i t e d 
by the D i v i s i o n unless and u n t i l p r i o r approval of the D i v i s i o n i s obtained. 

D i v i s i o n Rule 701 (A) states 

"The i n j e c t i o n of gas, l i q u e f i e d petroleum gas, a i r , 
water, or any other medium-into any r e s e r v o i r f o r the purpose 
of maintaining r e s e r v o i r pressure f o r the purpose of secondary 
or other enhanced recovery or f o r storage or the i n j e c t i o n of 
water i n t o any formation f o r the purpose of water disposal 
shall.be permitted only by order of the D i v i s i o n a f t e r n o t i c e 
and hearing, unless otherwise provided herein." 

Other pr o v i s i o n s of the Division's: r u l e s and regul a t i o n s do not grant excep
t i o n s t o Rule 701 (A) except t h a t under certain'circumstances the hearing r e q u i r e 
ment may be relaxed by the Division*where no objections have been submitted t o 
the D i v i s i o n concerning a proposed i n j e c t i o n p r o j e c t . Consequently, i n j e c t i o n 
w i t h i n the j u r i s d i c t i o n of the D i v i s i o n i s s t r i c t l y regulated and may not 
be accomplished without p r i o r approval of the D i v i s i o n . 

(2) Section 1421(b)(1)(B) requirements: (1) t h a t an 
app l i c a n t f o r a permit must s a t i s f y the State t h a t the underground 
i n j e c t i o n w i l l not endanger dri n k i n g water sources, and (2) t h a t 
no r u l e be promulgated which authorizes any underground i n j e c t i o n 
which endangers d r i n k i n g water sources. 

An elementary p r o p o s i t i o n of ad m i n i s t r a t i v e law r e q u i r i n g no c i t a t i o n i s t h a t 
an a d m i n i s t r a t i v e agency i s as much bound by i t s own regulations.as those i t regu
l a t e s . This p r o p o s i t i o n i s amply supported by case law i n New Mexico. 'In other 
words, r e g u l a t i o n s may not be ignored, waived or suspended i n a p a r t i c u l a r .case 
by an agency. However w e l l intentionec, a d m i n i s t r a t i v e bodies must comply w i t h 
the law; and i t i s necessary t h a t they be required t o do so, t o prevent any possible 
abuse. Continental O i l Company v. O i l Conservation Commission, 70 N.M. 310, 
373 P.2d 809 (1962). 

I n applying the foregoing standards which the D i v i s i o n , as an a d m i n i s t r a t i v e 
body must abide by, there i s no question but t h a t the D i v i s i o n , once having pro
mulgated r u l e s and regulations designed to p r o t e c t underground sources of d r i n k 
ing water,- pursuant to v a l i d l e g i s l a t i v e enactments, i s under a mandate t o u n i 
formly enforce those r e g u l a t i o n s . As to s p e c i f i c orders approving p a r t i c u l a r 
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Section 70-2-6 NMSA, 1978, i t s t a t e s i n p a r t : 

" . . . i t ( O i l Conservation D i v i s i o n ) , s h a l l have j u r i s d i c t i o n 
a u t h o r i t y and c o n t r o l of and over a l l persons, matters or 
t h i n g s necessary or proper t o enforce e f f e c t i v e l y the p r o 
v i s i o n s of t h i s Act or any o t h e r law of t h i s State r e l a t i n g 
t o the conservation of o i l or gas and the p r e v e n t i o n of waste 
of potash as a r e s u l t of o i l and gas o p e r a t i o n s " . 

I n a d d i t i o n t o t h i s general grant of a u t h o r i t y over " a l l persons, matters or 
t h i n g s , necessary or proper", Section 70-2-12 e n t i t l e d "Enumeration of Powers" sets 
f o r t h s p e c i f i c a l l y the powers of the D i v i s i o n . Section 70-2-12 B. s t a t e s i n part.: 

"...Apart from any a u t h o r i t y / expressed or i m p l i e d , e l s e 
where given t o or e x i s t i n g i n the D i v i s i o n by v i r t u e of 
t h i s Act or the Statutes of t h i s S t a t e , the D i v i s i o n i s 
hereby authorized t o make r u l e s , r e g u l a t i o n s and orders 
f o r the purposes and w i t h respect t o the subject matter 
s t a t e d h e r e i n , v i z : 

(14) "To permit the i n j e c t i o n of n a t u r a l gas or of any other 
substance i n t o any pool i n t h i s State f o r the purpose of r e 
p r e s s u r i n g , c y c l i n g , pressure maintenance or secondary recovery 
o p e r a t i o n s ; 

(15) "To r e g u l a t e " t h e d i s p o s i t i o n o f water produced or used 
i n connection w i t h the d r i l l i n g f o r or producing of o i l or gas 
or both and t o d i r e c t surface or subsurface d i s p o s a l of such, 
water i n a manner t h a t w i l l a f f o r d reasonable p r o t e c t i o n a g a i n s t 
contamination of f r e s h water supplies designated by the State 
Engineer; * 

The import of the s t a t u t o r y p r o v i s i o n s i s c l e a r l y t h a t the State intends t o con
t r o l a l l underground i n j e c t i o n a c t i v i t i e s w i t h i n i t s boundaries and t h a t the L e g i s 
l a t u r e saw f i t t o provide the O i l Conservation D i v i s i o n w i t h the a p p r o p r i a t e a u t h o r i t y 
t o conduct such a c t i v i t i e s . 1 

1. The case of Southern Union'Company v. New Mexico Pu b l i c Service Commission, 
82 NM 405, 482 P.2nd 913 (1971) h e l d t h a t a t l e a s t under the terms of the P u b l i c 
U t i l i t y Act the word "person" d i d not i n c l u d e governmental e n t i t i e s . This d e c i s i o n 
a p p l y i n g t o a d i f f e r e n t s t a t u t e and a d i f f e r e n t j u r i s d i c t i o n a l agency i s not d e t e r 
m i n a t i v e of the question of whether or not the State has j u r i s d i c t i o n over f e d e r a l 
agency p r o j e c t s . The enabling and empowering sections of the O i l and Gas Act 
p r e s e n t l y under c o n s i d e r a t i o n do not r e l y s o l e l y upon the word "person" i n e s t a b l i s h 
i n g the j u r i s d i c t i o n of the O i l Conservation D i v i s i o n . Although the word person or 
persons appears i n the enforcement p r o v i s i o n s of the O i l and Gas Act, such language 
does not disenable the O i l Conservation D i v i s i o n from a c t i n g i n t h i s case since the 
State could r e l y upon the broader scope of i t s enabling s e c t i o n . 



Page 7 

I n view of these a u t h o r i t i e s , underground i n j e c t i o n p r o j e c t s conducted by 
Federal agencies are s u b j e c t ' t o State r e g u l a t i o n . -

The same l o g i c and s t a t u t o r y a u t h o r i t y should be a p p l i e d t o P a r t 2 o f the 
question posed by 1421 (b)(1)(D) which i s whether or not underground i n j e c t i o n s 
by any other person, whether or not o c c u r r i n g on p r o p e r t y owned or leased b y 
the United States are s u b j e c t t o c o n t r o l under the proposed underground i n j e c t i o n 
p l a n . The State s t a t u t e s set f o r t h immediately above, 70-2-12B. (14) (15) , 
c l e a r l y i n d i c a t e j u r i s d i c t i o n i n the State t o c o n t r o l the i n j e c t i o n s . I f the 
proposed i n j e c t i o n p r o j e c t i s conducted upon lands which are owned or leased by 
the United States and operated by a non-governmental e n t i t y , t h i s a n a l y s i s i s 
once again a p p l i c a b l e . 

The congress, as i t has set f o r t h i n the Safe D r i n k i n g Water Act, has c l e a r l y 
i n d i c a t e d t h a t t h i s f i e l d has not been and was not intended t o be pre-empted by 
the Federal Government. By a l l o w i n g f o r the p o s s i b i l i t y o f State primacy i n the 
UIC program and r e q u i r i n g t h a t f e d e r a l agencies, comply w i t h s t a t e requirements, . 
t h e r e i s shown a c o n t r a r y i n t e r e s t . That being the case, concurrent j u r i s d i c t i o n 
i n the Federal and State Government l i e s and consequently the s t a t e program w i l l 
apply t o Federal agency p r o j e c t s or those conducted by any operator on f e d e r a l l y 
owned or leased land. 

I n summary, there appears t o be no l e g a l impediment and indeed there are clear-
s t a t e mandates a u t h o r i z i n g the O i l Conservation D i v i s i o n t o exercise j u r i s d i c t i o n 
over Class I I Wells operated d i r e c t l y by the United States on p u b l i c lands, 'operated 
by p r i v a t e i n d i v i d u a l s on f e d e r a l lands or operated by. p r i v a t e i n d i v i d u a l s on p r i v a t e 
lands. Upon approval of the New Mexico Underground I n j e c t i o n C o n t r o l Plan, the State 
of New Mexico intends t o exercise such j u r i s d i c t i o n t o the e x t e n t a u t h o r i z e d . 

W. Perry Pearjze, 
A s s i s t a n t 7^fetorney General 
General Counsel t o the O i l 
Conservation D i v i s i o n 

2 
on f e 

Proof t h a t the O i l Conservation D i v i s i o n exercises such j u r i s d i c t i o n over operators 
—. _ederal land i s found i n Robert G. Cox v. New Mexico O i l Conservation Commission e t a l 
(unreported d e c i s i o n i n Case #11,618 entered May 4,.1978) which d e c i s i o n a f f i r m e d the 
Order of the Commission and the a f f i r m a t i o n of the order by the D i s t r i c t Court of 
Eddy County.. This commission order denied a p p l i c a n t Cox the r i g h t t o produce a w e l l , 
which had been d r i l l e d under Department of I n t e r i o r Permit, f o r v i o l a t i o n of the order 
or the Commission. 

I n a d d i t i o n , i n the case of OCC v.'Roger'C. Hanks cause No. 29778 i n the D i s t r i c t 
Court of Eddy County, the Commission sought p e n a l t y a g a i n s t defendant f o r o p e r a t i n g a 
s a l t water d i s p o s a l on f e d e r a l land i n v i o l a t i o n of the terms of Order No. R-4158 of 
the Commission. This cause was s e t t l e d upon payment of a f i n e of $11,000 and c o r r e c t i o n 
of a l l v i o l a t i o n s . 



CERTIFICATE 

STATE OF NEW MEXICO) 
) 

COUNTY OF SANTA FE ) 

W. PERRY PEARCE, as Assistant Attorney General for the O i l Conservation Division 
of the Energy and minerals Department of the State of New Mexico, has prepared and 
read the foregoing document with f u l l power and authority to do so, and states that 
the matters and facts set f o r t h therein are true to the best of his information, 
knowledge and beli e f ; and he further c e r t i f i e s , based upon his examination of appro
priate State laws including the Division's rules and regulations that: 

(1) the rules and regulations of the Division do not permit 
underground in j e c t i o n which w i l l endanger drinking water 
sources; 

(2) by statute the Division may not promulgate regulations which 
would authorize any underground injection which endangers 
drinking water sources; 

(3) the Division i s required to inspect, monitor, keep records, 
and obtain periodic and sundry reports affecting a l l o i l 
and gas operations including underground water in j e c t i o n 
under i t s jurisdiction,-

(4) an Underground Injection Program a.dministered by the 
Division would apply to underground injection by federal 
agencies and on lands owned, leased or administered by. 
the United States; and 

(5) the Underground Injection Program as proposed by the Division 
represents an effective program to prevent underground in j e c t i o n 
which endangers drinking water. 

Assistant Attorney General, 
General Counsel to the O i l 
Conservation Division 



N. M. State Demonstration for Class I I Wells 

NEW MEXICO 

OIL CONSERVATION DIVISION 

FORMS RELATED TO INJECTION 

C-101 Application for Pez-mit to D r i l l , Deepen or Plvtg Back 

C-102 Well Location and Acreage Dedication Plat 

C-103 Sundry Notices and Reports on Wells 

C-105 Well Completion or Recompletion Report and Log 

C-108 Application for Authorization to In j e c t 

C-115 Operator's Monthly Report 

C-120-A Monthly Water Disposal Report 

C-131 Monthly Gas Storage Report 

One - Well Plugging Bond 

$50,000 Blanket Plugging Bond 

Not i f i c a t i o n of Fire, Breaks, S p i l l s , Leaks, 
and Blowouts 

Field Trip Reports 

Field Trip Summary 

Bradenhead Test Report Forms 

USGS FORMS 

9-331 C 

9-331 a 

9-330 

Application for Permit to D r i l l , Deepen, or Plug Back 

Sundry Notices and Reports on Wells 

Well Completion or Recompletion Report and Log 
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APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 

5 A . I n d i c a t e T y p e o l L e u s e 

S. Stale Oi l & Cas Leaee No. 

. T y p e o l Work 

o . Type ef Well 

•"• r i 
" f I L i I 

**• n 
v»Ct,L I I 

DEEPEN • 

• m e n 

PLUG BACK Q 

• """z'o.c • 
Nome ol Operator 

Address of Operator 

7. Unil Agreement Name 

S. Farm or Lease Name 

9. WeiJ No. 

10. F ie ld and Pool, or Wildcat 

- i . Elevations (show whether UF, RT, etc.) 21A. Kind 6 Status p luq . Bond 2 I B . Dr i l l ing Contractor 22. Approx. Date Work w i l l start 

PROPOSED CASING AND CEMENT PROGRAM 

SIZE OF HOLE SIZE OF CASING WEIGHT PER FOOT SETTING D E P T H SACKS OF CEMENT EST. T O P 

' A I O V C S P A C E o e S C R I B E P R O P O S E D P R O G R A M * I F » * 0 * O S A I . IS TO CCKeCN am * I U C S A C K , CIVC DATA OH PWCSCMT P e o O U C T I V C ZOMC AMD M O P O S C D H I W J»*OQUI 
• t t . CIVC I LOWOUT PWCVCMTCR PWOCAAM. IF A N V . 

• J r l t t * c e r t i f y that the i n f o r m a t i o n above la t rue and c o m p l e t e t o t he b e e t o f my k n o w l e d g e and b e l i e f . 

sawaf • T i t l e Doxe 

(ThU ipace for State Use) 

•e>ejovCO nv T I T L I O A T C . 

M O I T I O N I O f APPROVAL, IF ANVl 



STATE OF NEW MEXICO , 

ENESGY INO MifjEPiLS DEPARTMENT 

P O B O X 2 0 8 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 1 
Form C-102 
Revised 10- I -

A l l d i t u n f v t m u s l He f t o m I h v o u t r f h o \ « \ < l » t t * « c f I h * S ^ c l l o n . 

G>era lo t L v U 5 « A'v l l N o . 

U n i t L e i l c r T o w n b M p H o n g * C o u n t y 

A c t u a l Pos loqe L o c a t i o n o l ' * > l l : 

f*ef I r^m the l i n e and f r e t f r o m Ihe l i n e 

G r o u n d L e v e l EJev. p r o d u c i n g f o r m a t i o n P o o l D e d i c a t e d A c r e a g e ; 

A c r e s 

1. Outline the acreage dedicated to the subject well by Colored pencil or hachure marks on the plat below. 

2. I f more than one lease is dedicated to the wel l , outline each and identify the ownership thereof (both as to working 
interest and royalty). 

3. I f more than one lease of different ownership is dedicated to the wel l , have the interests of a l ! owners been consoli
dated by communitization, unitization, force-pooling, etc? 

[ ~ | Yes { ~ No I f answer is "yes!* type of consolidation ; 

I f answer is "no*' l i s t the owners and tract descriptions which have actually been consolidated. (Use reverse side of 
this form i f necessary.)__ ; . 

No allotvable wi l l be assigned to the well until a l l 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 D i v i s i o n . 
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CERTIFICATION 

/ hereby certify that the information co re

tained herein is true ana* complete to the 

best of my knowledge and belief* 

N a m e 

P o s i t i o n 

C o m p a n y 

D a t e 

/ hereby certify that the w«// location 

shown on this plot wor plotted from field 

notes of actual surveys made by me or 

under my supervision, and that ihe same 

Is true ond correct to the best of my 

knowledge ond belief. 

D o t e S u r v e y e d 

fteqisfered P r o f e s s i o n a l E n g i n e e r 

a n d / o r L a n d Surveyor 

» S O « « 0 VO 1 >>0 t « 6 0 19 HO 2 3 1 0 

C e r t i f i c a t e N o . 



J An r A P I 1 
1 

U . l . C . l . 1 

1 
1 

O I L C O N S E R V A T I O N D I V I S I O N 
P. O . O O X 2 0 8 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 1 

Forn C-?:J 
Rev I lei i • 

Sa. I n d i c a t e T y p e ot L—r-.a 

Slate Q 

5. S l a t e O U a Ooe L " * e N o . 

SUNORY NOTICES AND REPORTS ON V/ELLS 
(OO m e t u t e T H t i f o « » * ' C B « - » c » o i * > k . f o o - f i k i . o » T O O C C C M B ( . U C e * t * T O tt o i * r t « c e i f e c s c e v e t * 

U 3 t " » » » w l C i T I 5 » f & e » t « M | T — • ° |> Q A M C • 1 0 1 I I U C M » « 0 * O S A L S . I \ \ \ \ \ \ \ ' - A \ ^ 
7. U n i l Aqreerf-.eni .'.c/r.e 

w i g o l Operat&r 8. F a r m or L e a s e N s - e 

Address ot Operator 9 . W e l l N o . 

L o c a t i o n o i Wei l 

e a r r LCTTCW _ 

10. Fie ld and Pool, or Wllacat 

. r t C T n o u TMC . 

T»I: , . L1«C. SCCTIOB . , TOVtUSNlB . 

. r c « T reOM 

X 15. Elevation (Show whether DF, RT, CR, ete.J 

Check Appropriate Box To Indicate Mature of Notice, Report or Other Data 
N O T I C E O F I N T E N T I O N T O : 

taecMM eCMCOiAi. • « • | 

— F 
B U OO A t X * " C A 3 f « C j 

»CUO AHO AOAMOOM • 

• 

• 

• iCMcaiAt, w o n s 

C O M M E M C t O f t l U L l M O O l * « 9 . 

CAStMC T C S T ANO C £ M | N T JQJ | 

SUBSEQUENT R E P O R T OF 

• A I T C M I M C CA9IMC 

••LUO ANO AOAMOOMa-iCM 

• 

. l _ J 

. Describe Procosed or Completed Operations (Clearly state a l l pertinent detail*, and f ive pertinent dates, including estimated date of starting any proposed 
work) S E E R U L E I T 0 3 . 

. t h e r e b y c e r t i f y that the i n f o rma t i on above i s t r u e a n d c o m p l e t e to tha beat of I T * v n o w l e d c e and b e l i e f . 

• • o v c o av , 



STATE OF NEW MEXICO 

ENERGY ANO MINERALS DEPARTMENT 

F o r * C-1OS 
R e v i s e d 1 0 - 1 - 7 8 

mm. • » f « " i f » • t t f l * S 9 

• i s T n i s u r i O M 1 
] A M T A r t 1 
U . S . C . 5 . 

l » « 0 O f f i c t 

o P e « » T o « 

O I L C O N S E R V A T I O N D I V I S I O N 
P. O . B O X 2 0 8 8 

S A N T A F E . N E W M E X I C O 8 7 5 0 1 

WELL COMPLETION OR RECOMPLETION REPORT AND LOG 

5a. Indicate Type o i Lease'. 

Slate | | Fee 

5. S t a t e O i l & Gas L e a s e N o . 

l a . T Y P E O F t v E i - U 7. Unit Agreement Nome 

OIL I I SA* r—| j i 

ew ~ I »a>« { I [ " " I P L U O I I B i r r . f ~ I 
i c t L I I ovtR I I occecw L ^ J » A C B L - J a e s v e . L~J 

«>s o r C O M P L E T I O N 8. Farm or Lease Name 

2. Name o i Operator i . Weil No. 

3. A d d r e s s o i Opera to r 10. F ie ld and Pool, or Wildcat 

IS . Date Spudded 16. Date T.D. Beached 17. Date Compl. (Ready to Prod.) 18. Elevations (DF, RKB, RT, GR, etc . ) 19. Elev. Cashlnghead 

20. Total Depth 2.1. Plug Back T . D . 22. I i Multiple Compl., How 23. Intervals , Rotary Tools , Cable Tools 
Many Dri l led By r i 

i 

24. Producing Intervai(s). oi this completion — Top, Bottom, Name 

26. Type Electric and Other Logs Hun 

28. 

25. Was Directional Surve 
Made 

27. Was Well Cored 

C A S I N G R E C O R D ( R e p o r l a l l s t r i n g s set in w e l l ) 

CAS ING S I Z E WEIGHT L S . / F T . O E P T H S E T H O L E S I Z E C E M E N T I N G R E C O R D A M O U N T P U L L E D 

LINER RECORD 

S I Z E T O P B O T T O M S A C K S C E M E N T S C R E E N S IZE O E P T H S E T P A C K E R S E T 

3 0 . TUBING RECORD 

1. Perforation Becord (Inlerval, size and number/ 3 2 . ACID, SHOT. FRACTURE, CEMENT SQUEEZE. ETC. 

D E P T H I N T E R V A L A M O U N T A N O K I N D M A T E R I A L U S E D 

3. PRODUCTION 

ate First Production Production Method (Flowing, gas lift, pumping — Size and type pump) Well Status (Prod, or Shul'in) 

a te of T e s t Hours T e s t e d Choke Size Prod'n. For 
Test Period 

Oil - Bb l . G a s - i O C F Water — B b l . G a s — O i l R a t i o 

lJQBFublnq Press. Casing Pressure Caicuiated 24- OH — Bbl . 
Hour Rate ] 

Gas — MCF Water — B b l . Oil Gravity — API (Corr.) 

I. Disposition oi Gas (Sold, used for fuel, vented, etc.) T e s t W i t n e s s e d B y 

i . L i s t o l A t t a c h m e n t s 

i. / hereby certify that the information shown on both sides of this form is true and complete to the best of my knowledge and belief. 



TMe l'>rm |r. lo I..- Ill.-H wi l l . Mi.. .i|.|n..|,ri'it«- t.ilv.trt'-t Ollli.-.. o l IM- 01» I alon not I<II«T tliun ?n ilnyti "ll<-f Ih.. <-'.ni|.|.-H'i,. ol <my n f w l y ^ l i l l l o d or 
i n ^ n i H w « l l . Il • l - i l f I — 'U i ...,,,..M,|.-( liy . .1 ..( Mil ^ I - 1 r I <" • 11 Mii-I to l l ' . -O't l v It y |..<|:" run i.o lh>. « o / l OJvi O .luiiuii-iry Ol oi l l .ppci' i i l»; i , l s i ;nn. 

Jor-d,. In'.lullr.'l - tr I It -H-m !•„!:.. All 'l.j.lli:. r>-|S.r»-l .-.li'ill hi.-mt:oi-.nr<-l •l-i.tl..-!. In lh- .-o:io ol iilr«:i tl'.n-illy -Ir1llt.->l w.-ll:;, Inj.. »..rllt.ol •k-pih.-i chill 

airrj l*» t.-|#>l|.-<t I '*r rr<ulll|*l'' '-'.fl*.l»-ll'.n:., hem* Vi It.rourih "M lili'lll lift f:\jttci»fi lor *:lrU 7£*lt*. Tho lorm I* to t.o Ul'"l It* liiintij|.ilrr>to u*r**pl on 
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INDICATE FOKMAT10.N TOPS IN CONFOUMANCE HJTII CF.O«K.AIMIIC.AI. .SFCT10N O F S T A T E 

Ssiutrieasilrrn New Mexico Northwestern New Mexico 

T. Anhy 

T . Salt 

0 . Suit . 

T . Ya tes 

T . 7 Rivern 

T. Queen _ _ _ _ 

T. Grayburg 

TL. Sun Andres. 

7. Glorieti _ _ 

7. P a d d o c k . 

7. Dlinebrr. 

7. Tubb 

7. Drinkard . 

7. Abe 

7. Wolfcamp. 

T. Penn. 

T Cisco (Elough O . 

'a, 1, from. 

i . 2, from. 

T. Canyon : 

T. Strawn _ 

T. Atoka _ 

T. Miss 

T. Devon ian 

T. Silurian _ 

T. Montoya 

T. Simpson _ 

T . McKetr 

T. Ellenburger. 

T. Gr. Wash. 

T. Grantite 

T. Delaware Sand. 

T. Bone Springs — 

T. 

T. 

T. • . 

, T. Ojo Alamo 

, T Kirtland-Fruitland 

, T. Pictured Cliffs 

, T. Cliff House 

T. Mcnef ee 

T . Point Lookout 

. T. Mancos _ _ _ _ _ 

T. Gallup _ _ _ _ _ _ _ 

. Dase Greenhorn'. 

, T . Dakota 

. T. Morrison — _ 

, T. Todilto 

T. Emrada 

. T. Wingate _ _ _ 

T. Chinle 

T. Permian _ _ 

T. Penn. " A " _ 

_io_ 

OIL OR GAS SANDS OR ZONES 
__________ No. 4, from___ 

.to. Na. 3, from. 

. T . 

. T . 

. T. 

, T . 

, T . 

. T . 

. T. 

. T . 

. T. 

T. 

T . 

T . 

T . 

T . 

T . 

T . 

T . 

Penn. "Q" 

Penn. " C " 

Penn. " D " 

Lcadvil le 

Madison 

Elben 

McCracken 

Ignacio Q m e . 

Granite _ _ _ _ 

.to_ 

-to-

ia. 3, from. . t o . No. 6, from. . t o . 

IMPORTANT WATER SANDS 

-dude data on rate of water inflow and elevation to which water rose in hole. 

5a, 1, from. -to_ Jeet. 

>*» 2, from.. 

Co, 3, from.. 

-to. Jeet. 

-to- Jeet. 

'a. 4, from- .to- -fect. 
F O R M A T I O N R E C O R D ( A t t a c h acd i t i ona l sheets i t necessary ) 

•roei To 
T h i c k n e s s 

in F e e t 
Formation F r o m To 

T h i c k n e s s 

.n F e e t 
F o r m e t i o n 



STATE OT NCW MTXICO 
CNCRCY ANO MINERALS DCPARTMCNT 

OIL CONSERVATION DIVISION 
POSt « * C ? H O * 

S1ATI LANO O f ' C E b u l l O'NG 

SAWtA F i W M M C f t C O 8 / M l 

FORM C-108 
Revised 7-1- 81 

APPLICATION TOR AUTHORIZATION TO INJECT 

I . 

I I . 

# 

I I I . 

IV. 

VI. 

V I I , 

IX. 

X. 

XI. 

X I I . 

Purpose: LJSecondary Recovery l_J Pressure Maintenance Disposal 
A p p l i c a t i o n q u a l i f i e s f o r a d m i n i s t r a t i v e approval? ~ ] y e s | [no 

Storage 

Operator: 

Address: 

Contact party 

Well data: 

Phone: 

Complete the data required on the; reverse side of t h i s form f o r each w e l l 
proposed f o r i n j e c t i o n . A d d i t i o n a l sheets may be attached i f necessary. 

Is t h i s an expansion of an e x i s t i n g p r o j e c t ? Q yes f ~ l no 
I f yes, give the D i v i s i o n order number a u t h o r i z i n g the p r o j e c t 

Attach a map th a t i d e n t i f i e s a l l wells and leases w i t h i n two miles of any proposed 
i n j e c t i o n well w i t h a one-half mile radius c i r c l e drawn around each proposed i n j e c t i o n 
w e l l . This c i r c l e i d e n t i f i e s the well's area of review. 

Attach.a t a b u l a t i o n of data on a l l wells of p u b l i c record w i t h i n the area of review which 
penetrate the proposed i n j e c t i o n zone. Such data s h a l l i n clude a d e s c r i p t i o n of each 
w e l l ' s type, c o n s t r u c t i o n , date d r i l l e d , l o c a t i o n , depth, record of completion, and 
a schematic of any plugged w e l l i l l u s t r a t i n g a l l plugging d e t a i l . 

Attach data on the proposed o p e r a t i o n , i n c l u d i n g : 

1. Proposed a.verage and maximum d a i l y r a t e and volume of f l u i d s to be i n j e c t e d ; 
2. Whether the system i s open or closed; 
3. Proposed average and maximum i n j e c t i o n pressure; 
4. Sources and an appropriate analysis of i n j e c t i o n f l u i d and c o m p a t i b i l i t y w i t h 

the r e c e i v i n g formation i f other than r e i n j e c t e d produced water; and 
5. I f i n j e c t i o n i s f o r disposal purposes i n t o a zone not productive of o i l or gas 

at or w i t h i n one mile of the proposed w e l l , a t t a c h a chemical analysis of 
the disposal zone formation water (may be measured or i n f e r r e d from e x i s t i n g 
l i t e r a t u r e , s t u d i e s , nearby w e l l s , e t c . ) . 

Attach appropriate g e o l o g i c a l data on the i n j e c t i o n zone i n c l u d i n g appropriate l i t h o l o g i c 
d e t a i l , g e o l o g i c a l name, thickness, and depth. Give the geologic name, and depth to 
bottom of a l l underground sources of d r i n k i n g water ( a q u i f e r s c o n t a i n i n g waters w i t h 
t o t a l dissolved s o l i d s concentrations of 10,000 mg/1 or less) o v e r l y i n g the proposed 
i n j e c t i o n .zone as w e l l as any such source known to be immediately underlying the 
i n j e c t i o n i n t e r v a l . 

Describe the proposed s t i m u l a t i o n program, i f any. 

Attach appropriate logging and t e s t data on the w e l l , 
w i t h the D i v i s i o n they need not be resubmitted.) 

( I f w e l l logs have been f i l e d 

Attach a chemical a n a l y s i s of fresh water from two or more fresh water w e l l s ( i f 
a v a i 1 a b l e and producing) w i t h i n one mile of any i n j e c t i o n pr disposal w e l l showing 
l o c a t i o n of wells and dates samples were taken. 

Applicants for disposal w e l l s must make an a f f i r m a t i v e statement t h a t they have 
examined a v a i l a b l e geologic and engineering data and f i n d no evidence of open f a u l t s 
or any other hydrologic connection between the d i s p o s a l zone and any underground 
source of d r i n k i n g water. 

Appl i c a n t s must complete the "Proof of Notice" s e c t i o n on the reverse side of t h i s form. 

C e r t i f i c a t i o n 

I hereby c e r t i f y t h a t the i n f o r m a t i o n submitted w i t h t h i s a p p l i c a t i o n i s t r u e and c o r r e c t 
to the best of my knowledge and b e l i e f . 

T i t l e Name: 

Signature: Date: 

* I f the i n f o r m a t i o n required under Sections V I , V I I I , X, and XI above has been p r e v i o u s l y 
submitted, i t need not be d u p l i c a t e d and resubmitted. Please show the date and circumstance 
of the e a r l i e r s u b m i t t a l . 

n i C T R i H H T i n N ! n r i n i n a l anrl nne ennv to Santa Fe w i t h one coov to the aoo r o o r i a t e D i v i s i o n 



FORM C-108 Side 2 

n I . WCLL OATfl 

A. Ihe following well data must be submitted Tor each i n j e c t i o n well covered by th i s application 
The data must be both in tabular and schemntic form and shall include: 

(1) Lease name; Well No.; location by Section, Township, and Range; and footage 
location within the section. 

(2) Each casing s t r i n g used with i t s size, s e t t i n q depth, sacks of cement used, hole 
size, top of cement, and haw such top was determined. 

(3) A description of the tubing to be used including i t s size, l i n i n g material, and 
settinq depth. 

(4) The name, model, and setting depth of the packer used or a description of any other 
seal system or assembly used. 

Division D i s t r i c t o f f i c e s have supplies of Well Data Sheets which may be used or which 
nay be used as models far this purpose. Applicants far several identical wells may 
submit a "typical data sheet" rather than submitting the data for each well. 

B. The following must be siubmitted for each i n j e c t i o n well covered by this application. A l l 
items must be addressed for the i n i t i a l w e l l . Responses for additional wells need be shown 
only when d i f f e r e n t . Information shown on schematics need not be repeated. 

(1) The name of the i n j e c t i o n formation and, i f applicable, the f i e l d or pool name. 

(2) The i n j e c t i o n i n t e r v a l and whether i t i s perforated or open-hole^ 

(3) State i f the well was d r i l l e d for i n j e c t i o n or, i f not, the o r i g i n a l purpose of the well. 

(4) Give the depths of any other perforated i n t e r v a l s and detail an the sacks of cement or 
bridge plugs used to seal o f f such perforations. 

(5) Give the depth to and name of the next higher and next lower o i l or gas zone i n the 
area of the w e l l , i f any. 

XIV.. PROOF OF NOTICE 

A l l applicants must furnish proof that a copy of the application has been furnished, by 
" c e r t i f i e d or registered mail, to the owner of the surface of the land on which the well 

i s to be located and to each leasehold operator w i t h i n one-half mile of the well l o c a t i o n . 

Where an application i s subject to administrative approval, a proof of publication must 
be submitted. Such proof shall consist of a copy of the legal advertisement which was 
published in the county i n which the well i s located. The contents of such advertisement 
oust include: 

(1) The name, address, phone number, and contact party for the applicant; 

(2) the intended purpose of the i n j e c t i o n w e l l ; with the exact location of single 
wells or the section, township, and range location of a u l t i p l e wells; 

(3) the formation name and depth with expected maximum injection rates and pressures; and 

(4) a notation that interested parties must f i l e objections or requests for hearing with 
the Oil Conservation Division, P. 0. Box 2088, Santa Fe, New Mexico 87501 w i t h i n 15 
days. 

NO ACTION WILL BE TAKEN ON THE APPLICATION UNTIL PROPER PROOF OF NOTICE HAS BEEN 
SUBMITTED. 

NOTICE: Surface owners or offset operators must f i l e any objections or requests for hearing 
of administrative applications within 15 days from the date this application was 
•ailed to them. 
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STATE OF NTW MEXICO 
EfJEHGY *?o f/.i.'iCM.MS DLP/.HTMENT 

O I L C U N : ; L K V A T I O N D I V I S I O N 
I*. o . n o x zon » 

S A N T A f C . N L W M E X I C O & 7 S 0 1 

To rm C-1?0 - A 
R e v i s e d 1 0 - 1 - 7 0 

MONTHLY V/ATER DISPOSAL REPORT 

Submit this report in triplicate- to ill-.- j ipniori. i tc D is t r ic t O f f i ce , Oi l Conservat ion D i v i s i o n 

.?rotor , 

j n t y . 

Di-.p'-Co! S y i t c m -

Month 19-

L E A S E 

T O T A L 

W E L L 

N O . 

L O C A T I O N D I S P O S E D 

W A T E R 

B A R R E L S 

C U M U L A T I V E 

O I S P O S E D 

W A T E R - B A R R E L S 

A V E R A G E 

I N J E C T I O N 

P R E S S U R E S 

e b y c e r t i f y that the above- 1ft t rue ftfid corcrtleta to the bes t o f my k n o w l e d g e l ind b e l i e f . 

wlt$: Norn'; 

C o m p a n y . 

T i t l e 



STATE OF NEW MEXICO 
ENERGY »NO MINERALS DEPARTMENT 

O I L C O N S E R V A T I O N D I V I S I O N 
•>. o B O K zosii 

S A N T A F E . NEW M E X I C O 87501 

MONTHLY-GAS STORAGE REPORT 

Form C-131 
Revised 10-1-78 

NAME OF STORAGE PROJECT:. COUNTY REPORT MONTH 

WELL NAME ANO NUMBER 
UNIT 

LOCATION 

SEC. TWP, SAMGE 

INJECTION 

(MCF) 

W i TH — 
DRAWAL 

TOTALS 

TOTAL CAPACITY (KNCF). 
CALCULATED RESERVOIR 
PRESSURE 9 EflO OF MONTH. 

BEGINNING STORAGE (MMCF). 

SET CHANGE (MMCF) 

I hereby certify that thia report Is true and complete to the beat of my knowledge and belief. 

By 

ENDING STORAGE (MMCF). Ti t le. Date. 



Form 0 i G B-1 
Adopted 6-17-77 
Revised 10-1-73 

STATE OF NEW MEXICO 

ONE-WELL PLUGGING BOND 

FOR CHAVES, EDDY, LEA, McKINLEY, RIO ARRIBA, ROOSEVELT, 

SANOOVAL, ANO SAN JUAN COUNTIES ONLY 

BOND NO. 
(Fof Use at Surety Company) 

AMOUNT OF BOND _ _ _ _ _ _ _ _ _ _ 

COUNTY . 

NOTE: For wells less than 5.000 (eet deep, the minimum bond is S3,000.00* 
For «eib 5.000 feet to 10,000 (eet deep, the minimum bond is $7.500.00* 
For wells more than 10.000 feet deep, the minimum bond is $10,000.00 

* UttdfC f j n i m cunirtK-n. i ~HI t>oo» drilk-d ur»irf a iVfinniX) w S 7. MONO M«j iruo br prmtmnt lo I-dnllrd n murft a< W l l m d r r — irun frvnonnjl nurntum 
Ai*"*. t * . a * r l l (mni cMM una— i iVflnt.tKI Snvl i nn hr~nmt l« i to ro ra V4W tret, .nd a writ hrms onitra undn a »7.MXVC»> bond may to prn-mtd to go to 
lu.Vml—(Srtdutf I U I I 

f i l m with Oi l Consw—atiort Division, P.O.Sox 2088, Santa Fa 87501 

KNOW ALL MEN BY THESE PRESENTS: 

That . _ _ _ . (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 , 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 65-3-11, New 
Mexico Statutes Annotated, 1953 Compilation, as amended, in the sura 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 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 (CCh) 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, orcarbon dioxide (CO2) 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 drillin r> of one well not to exceed a depth of , feet, to prospect for and produce oil 
or gas, or carbon dioxide (COj) 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 (CO3) 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 

(Hn-iumrnan k n . « i u N J i v » « n » « t - t r a n tic kit) 

Section Township (North) (South). Range (EastXWest), N.M.P.M. 
("/Sumy NCTM M w i m 

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 jbandoned 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 oblieatiun 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. 



PRINCIPAL SURETY 

By. 
Signee—v N Ai«_asy.ia fan 

Tub 

(Mae: Pvinopal, iftorenr (mart, affia rusporne ftroi b«r?.| (rVcwt Carfrcote luftny a/fia rarer—ine here.) 

ACX.NOWtF.DCL.MtNT FORM FOR NATURAL PERSONS 

STATE OF ; _ . _ J „ 
COUNTY OF , ) 

Oa tl"_ A*yM IO lmfc-»— »p-_-»ally a---,toA 

' tu me knurni to te the r*n~n iprrvwis) 
_t^tMin.-id t»r_«iei—td the iorexmru instrument and _kno»led|frd that he(they)executed theuiw aa nil uherr) free act md deed. 

tN WITNESS WHEREOF, I have hereunto ut my hand rod wal on tto day and year tn this certificate firs above win en. 

• Notary PuMic 

RSy G-mnwnaat npirr_ 

ACKNOWLEDGEMENT FORM FOR CORPORATION 

STATEOF _ ) 
COUNTYOIF _,) 

I3bt thit -fay 19 before me prrxmatly appeared 
. lomrprrsonaily known who, bring by me 

dot- a-ram, did say that he « • oi 
and that the foregoing msrumcm o u siirnrd and waled on 

tanrjtf rf said corporation by authority of its board oi <irencrs, and acknowledged said instrument to be the free Kt and 
(iredorf mid ccrporatKm. 

IN WITNESS WHEREOF. 1 have hereunto let my hand and 31 mi on the day and year in this certificate first above written. 

. NotsryPublK 

My Cotiirmst«on expires 

ACKNOWLEDGEMENT FORM FOR CORPORATE SURETY 

STATE OF ) _ 
COUNTY OF ) 

f-»tKU A y e - 19 . before 

mecr—irrd i » » i - ~ i n i [ i ) i t ~ ~ i - h -
__t(| be me diily jarom. did uythai hen ni 

* n t i that the foregoine, instrument was signed and sealed on 
behalf ui said corporation by authority ol n> bnud ri direct—s. and acknowledged said instrument to be the tree aa and 
dredof tbdcot—jratton. 

IN WITNESS WHEREOF. 1 have hereunto set my hind and arui on the day md year in this certificate firs above wrote-. 

My Com mission eapres 
(Note: Cacporiie surety attach poo—< oiattorney.) 

Noury Public 

APTROVED8Y: 

Oo. CONSERVATION 01 VISION OF NEW MEXICO 



Form 0 1 C 8-8 
Adopted 6-17-77 
Reylsed 10-1-78 

S T A T E O F NEW MEXICO 

$50,000.00 B L A N K E T PLUGGING BONO 

BONO NO. 
(For U*? & Surrrv Gimpam I 

P1I_ with Oil Cnrusarvation Division. P.O.Box 2088, Santa ?• 87SOI 

KNOW ALL MEN BY THESE PRESENTS: 

That ___ - (An individual) (a partnership) 
(a corporation organized in the State of : . with its principal office in the city _f 

. 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 65-3-11, New Mexico Statutes 
Annotated. 1953 Compilation, as amended, in the sum of Fifty Thousand Dollars($50.000.00) 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 hereafter enter into oil and gas leases, or carbon dioxide (CQj) 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 (CQ) 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 wells to prospect for and produce oil or gas, or carbon dioxide (CO?) gas or helium gas, or does own or may acquire, own or 
s;-erate 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 vi 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 hy the Oil Conservation Division of New Mexico of written notice of 
cancellation from the surety, the obligation of the surety hereunder shall terminate as to property or wells acquired, drilled, or starred after 
said thirty (30) day period but shall continue in effect, notwithstanding said notice, as to property or wells theretofore acquired, drilled or 
started. 



PRINCIPAL SURETY 

AiUro— 

Stgnotial-

A_tcu 

By-
Attwr_7Huf_o 

f i t -

(Pferjir fVMaipal, il carp— -lien, afiiti rurpseste wei here.) (Nssgt CsTpsrara uareay art is ccvporora wsl here.) 

STATE OIF _ 
GOUNTYOF 

OB dho, . 

AOCNOVVLEOCL.MENT FORM FOR NATURAL PERSONS 

--. ) _ 

_d»y«_ . 19 . . before me p» ruvia-T appritred 
„ lu m* known 10 or lhe prrvm (j—rams) 

iteo*-d in and -ho eseiuttd the (orexoinii; instrument and —knoBirdited that he(they(executed ihe same as his (.their) Iree an and deed. 

IN WITNESS WHE REOF. I have hereunto sft my hand and seal on the day and year in this cerrificxte firai above written. 

Nfl9—y Public 

My <i»mnm _m expires 

ACKNOWLEDGEMENT FORM FOR CORPORATION 

STATE OP ) 
COUNTY OF ; _ _ } 

' to roe personally known who. bring by me 
dohrsTEtant, did say that he rt - oi 

• and that the foregoing instrument vas signed and sealed on 
hznatf — said corporation by authority oi its board ol direnon. and acutowledged said instrument to be the tree act and 
r_ed t i saicl cprporat ion. 

S i WITNESS WHE REOF. 1 have hereunto set my hand and seal on the day and year ia this certificate firs above written. 

Notary PuWtc 

Inly 4_mmis*ion expires 

ACKNOWLEDGEMENT FO RM FOR CORPORATE SURETY 

STATE O F J _ 
COUNTY OF ) **• 

On this d»v erf 19 _ . brlore 
g » oppirared ~ r -~"""r known, who. 
towiijby me duly sworn, did wr that hen nl 

mil that the foregoing instrument was signed and sealed on 
tetutf uf said corporatioii by authority ol its brurd rd directors, and acknowledged said nstrument to be the tree act and 
etadcfftaMl corpuratran. 

IN WITNESS WHEREOF. 1 have hereunto sel my hand and sol on the day end year in this certificate firs above wrmen. 

Myijommission expires 
(Note: Corporate surety atuach power oi attorney.) 

No_ry PuMac 

APPROVED BY: 

OB.CONSERVATION 0IVI5I0N0FNEW MEXICO 



OIL CONSERVATION DIVISION 
STATE OP NEW MEXICO * **• m o * 

IWEflGY MO MiNEPALS DEPARTMENT S * N T A ' E N E W M E * , c o 

NOT IFICAI I UN OF FIRL, BREAKS, SPILLS , LEAKS , AHO BLOWOUTS 

FIRE 

DRLG 
WELL 

BREAK 

PROO 
WELL 

SPILL 

ANK 
BTTY 

{NAME OF 
. OPERATOR 
REPORT 
OF . 

•FACILITY 
NAME OF 
FACILITY 
L-CATI-N OF FACILITY (QUARTER/QUAR
TER. SECTION OR Fl.TACE DESCRIPTION) 
DISTANCE AND DIRECTION FROM NEAR
EST TOWN OR PROMI;;ENT LANOMARK 
I0ATE ANO HOUR 
OF OCCURENCE 

ADDRESS 

LEAK 

w p 
LINE 

BLOWOUT 

GASO 
PLNT 

OIL 
RFY 

OTHER1 

OTHER* 

SEC. TWP. RGE. COUNTY 

WAS IMMEDIATE YES NO NOT RE IF YES, 
NOTICE GIVEN? QUIRED TO. WHOM 

UATE ANO HOUR 
OF DISCOVERY 

SfHOM 
DATE 
AND HOUR 

TYPE OF 
FLUID LOST 
DID ANY FLUIDS REACH 
ft WATERCOURSE? 

QUANTITY 
OF LOSS 

VOLUME RE
COVERED 

YES NO QUANTITY 

ilF YES, DESCRIBE FULLY*' 

DESCRIBE CAUSE OF PROCLEM AND REMEDIAL ACTION TAKEN * * 

DESCRIBE AREA AFFECTED AND CLEANUP ACTION TAKEN" 

DESCRIPTION 
DF AREA 

FARMING GRAZING URBAN [OTHER* 

•SURFACE 
CONDITIONS 

SANDY SANDY 
LOAM 

[CLAY ROCKY !WET DRY SNOW 

DESCRIBE GENERAL CONDITIONS PREVAILING (TEMPERATURE, PRECIPITATION, ETC.) 

2 HEREBY CERTIFY THAT THE INFORMATION ABOVE IS TRUE AND COMPLETE TO THE BEST OF MY 
KNOWLEDGE AND BELIEF 

IIGNED TITLE DATE 
'SPECIFY ATTACH ADDITIONAL SHEETS IF NECESSARY 



A 
C 
I 
L 
I 
T 
Y 

0 
A 
R 
T 
E 
R 

H 
0 
U 
R 
S 

I N S P E C T I O N 
PCWORMCD 

Name B. W. Weaver 

Time of Departure 8:00 a.m. 

Date 5-13-81 Miles * 136 D i s t r i c t I I _ 

Time of Return 5 :Q0 p.m. _ C a r N o >0F65? 

In the space below indicate the purpose of the tr i p and the duties 
performed, l i s t i n g wells or leases visited and any action taken. 

Signature 

4 Wells 

3 Wells 

6 Wells 

6 Wells 

Sec. 18-18-31, Frostman Oil Corp. Shugart 18 Queen Unit 

Braden head survey, OK 

Sec. 22-18-31, Gulf Oil Corp. L i t t l e f i e l d AB Fed. 

Braden head survey, OK 

Sec. 36, 31, 1-Tl8 & T19-R30-& 31E, Cl i f ford Cone 

Culwin Queen Unit, Braden head survey, OK 

Sec. 10, 11, 15-T18S-R31E, Hudson & Hudson 

Shugart A, Shugart B, Braden head survey, OK 

Mileage 

UIC 

RFA 

Per Diem 

UIC 

RFA 
q nn 

Hours 

UIC _ 

RFA 

Other Other Other 

INSPECTION 
CLASSIFICATION 

NATURE or SPECiriC w r i i 
OR rAClL7TY INSPECTED 

3 • Housekeeping 
V m Pluqqing 
C • Plugginq Cleanup 
T - Well Test 
B • Rop«ir/Wor«,ov«.r 
7 - Wat erf low 
3t • Mishap or S p i l l 
H - Water Contamination 
a - om«r 

0 «• Underground I n j e c t i o n Control - Any inspection of or 
related to i n j e c t i o n project, f a c i l i t y , or well or 
re s u l t i n g from i n j e c t i o n into jny w e l l . ISiQ. 2ndry 
i n j e c t i o n and production " e l l s , water flow* er p r m u r i 
t e s t a , surface i n j e c t i o n irquipment, pluqqiaaj. etc.) 

R — Inspectiona r e l a t i n q to Reclamation Tund Act i v i t y 

O — Other - Inspections not related to I n j e c t last or Thai 
Reclamation fund 

0 - D r i l l i n q 
P - Production 
1 « Injection 
C — Conbintd prod. 

operations 
S - SWD 
U • Underground Storage 
C - General Operation 
T - f a c i l i t y or location 



c 
t. 
A 

S 
t 
F 
I 
C 
A 
T 
I 
O 
M 

F 
A 
C 

z 
L 
X 
T 

P 

P 

I 

0\L 1 

II 
o 
u 
p 
s 

Q 
u 
A 
R 
T 
E 
R 

II 
0 
U 
R 
S 

SANTA 

NEW MEXICO OIL CONnniVATTON COflMrS.'IION 
FIELO TttlP UKl'OKT 

Mafflo B.' -W. Weaver 

Time of Departure 

Date 5/26/81 Milr?i 162 District I I 

Time of Rct-urn 5:30 p.m. MojOF6598 

In the space below indicate tho purpose of the trip and the duties 
performed, listing wells or leases visited and any action taken. 

Signature 

14 Wells Sec. 24,25,26-T18S-R30E, Hanson Oil Co. 
Benson, Ginsberg Fed. checked for leaks & spills, OK 

2 Wells Sec. 36-18S-R30E, Getty.Oil Co. State BJ, State BK 
checked for signs, leaks & spills, OK 

3 Wells Sec. 31-18-31, Union Oil of Calif. Federal E, 
Federal F, checked for signs, leaks & spills, OK 

13 Wells Sec. 25, 30-18S-30E, R. Q. Silverthorne, Keinath, 
Kenwood & Lanning, checked for leaks & spills. 

Lanning #3-1, 25-18-30, salt water running out cellar to pit. 

Lanning #4-P, 255-18-30, salt water running out cellar to pit 
water tank was running over to pit. Contacted company 
man, he will take care of it. 

3 Wells Sec. 31-18-30, Union Oil of Calif. Federal lease 
checked for leaks & spills, OK 

2 Wells Sec. 36-18-30, Getty Oil Co. State BJ, State BK 
Checked for signs, leaks k spills. OK 

1 Well J, 23-17-31, Getty Oil Co. Skelly Unit #71 
Will move pulling unit on and start repairs. 

FE uiC 81 

RFA 

.Other 

Per Diem 
UIC 
RFA 

4.50 

81 Other 4.50 other 

TYPE INSPCCTIOH 
PEBFOnvFD 

INSPECTION 
CLASSIFICATION 

NATURE or SPECIFIC wcu. 
On FACT I.ITY IHSPECTTO 

a « Housekeeping 
» • P lugg ing 
Z m P lugging Cleanup 
T • W e l l Test 
H • Ropair/Workover 
' » Water(low 
• m Mishap or S p i l l 
• - Water Contamination 
1 • OUtar 

O — Underground Injection Control - Any innpectjm ot or 
related to injection project, f a c i l i t y , or *mil or 
resu l t i n g from injection into any well . <5*o» 2ndry 
in j e c t i o n an.I production v u l l o , water Hawser pressure; 
teats, surface in j e c t i o n equipment, pluyqinsv etc.) 

N «" Inspections re l a t i n g to Rocl.nn.ition Tumi Aesfcrity 

O « Other - Inspections not rolatod to I n j e c t l o s o r Tho 
Reclamation fund 

0 - D r i l l i n g 
P » Production 
1 - Injection 
C - Conf ined p r o d . I n j . 

"•. 0|(r>ratlons 
S - SWO 
U « tindlrruround Storage 
C — General Operat ion 
P - F a c i l i t y or l o c a t i o n 
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NFW nxico OIL 0).T.;t;i:vATU'ft DIVISION 
CASING—UIU\ULI.::«.U 1LSI — VM OH INJ. 

lil'CRATOR: 

Lease 

Pool 
Weil 
No. 

Unit 
Letter1 Sec. 

ODSE5VEDQATA 

Test Oifcs: 

U\SIHC STRIUS 

SURFACE. 

IMTERI'CDIATE 

: EOOUCTION 

Size__ Set At Cemented 

Injection Pressure Limited te:_ 
Pressure REMARKS 

TWN6 

'F 'iaL IS ON VACUUM; 

Chut well in minutes Tubing pressure 

! r VEIL !S rWJeCTING In tenai ttently 
u::DER~g3£SSURS: Est.Hrs. per day 

running 

Pressure 
Casing: Vacuum 

Static 

Continuously 

Shut pi^p dOMI 

TEST OK 

minutes 

RECOMMEND 
RETEST 

Tubirt Pressure 

TEST I'.DICATES 
COW:-'.:CATIONS 

Casing Pressure 

REYIEUEO 8Y 

REMARKS: 

Test Cate: 

CASKS STRING 

SURFACE 

(riTEP-EDIATE 

PRODUCTION 

Size Set At 

TU3ING 

0:!r3VED OATA 

Injection Pressure Lltrited to: 

Ccranted Pressure REMARKS 

PSi 

IF WELL IS 0;i VACUUM: 
. . , Pressure 

.ihut well In minutes Tubing pressure Casing: Vacuun 
Static 

VrWEM-.IS_ir!.lF1£I!3fi Intermittently 
<y:ir:n WSSURE: Est.Hrs. per day ~* 

running 

Continuously 

•!iut piuip down 

H:ST OK 

:i HARKS: 

minutes 

RECOMMEND 
RETEST 

Tub ir.-} Pressure 

TE:T !»ICATES 
CU;:::::ICATIO«S 

Casing Pressure 

RCYIEUCD OY 



BRUCE KING 
GOVERNOR 

LARRY KEHOE 
SECRETARY 

Date of Test 

STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 
OIL CONSERVATION OIVISION 

AZTEC DISTRICT OFFICE 

BRAOENHEAO 5- PACKER TEST REPORT FOR IMJECTICM £ SWO WELLS 

BRADENHEAD TEST 

Operator 

•OOO PIO BRAZOS ROAO 
AZTEC. NEW MEXICO 87410 

(505J 334-6 f 78 

Lease Na-ne & We 11 N0_ 

Tbg I n j . Pressure^ 

Intermediate Pres 

Thq SI Pressure^ 

8redenhe ad Pres 

^Location U „Sec_ 

Cso. Pressure 

Twnp 

Maximurp I n j Pressure^ 

I f Bradenhead has pressure, f low to atmosphere fo r 30 H n u t e s and record casinc pressure 
at 5 minute i n t e r v a l s . 

CASING PRESSURE 

5 MIN 

10 MIN_ 

15 Mlfl_ 

20 MIN_ 

25 

30 MIN 

8RADENHEAD FLOWED 

Steady Flow 

Surges 

Down to Nothina 

Vcth i ng 

uas 

Gas & Water 

REMARKS: 

PACKER TEST 

I f casing has pressure , f lew to atrrosphere fo r 30 i r inutes and record tub ing pressure 
at 5 minute i n t e r v a l s . 

TUBING"PRESSURE 

5 MIN 

REMARKS: 

10 MIN_ 

15 MIN_ 

20 MJN_ 

\ s MIN_ 

30 MIN 

BY:. 

POSIT ICN. 

NMOCD 

WITNESS 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

G E O L O G I C A L S U R V E Y 

(Other In*trurt1nns ©» 
r e i r n v aide) 

Uiidcrt Uurrau No. 42-KH25 

i. Lcaaa utai'iitTio.t ANO nzam. nu. 

APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK 
ja. rvr* or » o « 

DRILL 0 DEEPEN • PLUG BACK • 
ft. TVTI or »BLl 

on. rn c*» r-> « M U 
wrcx 1 1 n u LA) omca tons 

• MOI.TIFLB j 1 
zone 1 1 

_ »AUS or o?ii>na 

_£elco Petroleum Corporation 
R E C E I V E I 

ZSpijHjiaaa or urcsjtTon 

AUG 2 3 1374 2000 Wilco Building, Midland, Texas 79701 AUG 2 3 1374 

Wf Oil59 
<;. ir i.iuixjt, luunu oaTaiKa nth 

7. UNIT I M t M t n T M4A 

LOCATION or * i u (Report location dearly and la accordance wlite as; State requirement*.*) 
At surface 

1980' FSL & 660' FWL, Section 4, T-18-S, H-JoQ: C . C . 
At proposed prod, u m A R T C 3 I A , Q r r i C E 

8. r<tsM oa Lnaa n.ttu 

FAF - Federal 
9. W E L L no. 

I 
10. ricLO A.IB root* os WILBGAT 

Morrow wildcat 
11. sic. ; T., a., oa n u . 

AMO suavat oa AREA 

See. 4, T-18-S, R-30-E 
a, BIBTANCS in uiLES AKD DiaacTioH raota HSABI3T TOW.' oa rosT u n c i 1 

2-1/2 mi. South of Loco Hills, New Mexico 
12 , COOHTT OK PAHI3B 

Eddy 
12. STATS 

New Mexico 
DISTANCE MOM PROPOSED* 
LOCATION TO M E R E S T 
raofaarr oa LEASE LINE. rr. 

(Alto to o««re»c dri;. unit Hap. lf any) 
DISTANCE rROM TROfOSEO LOCATION* 
TO NEAREST WELL. DRILLIN.; , COMPLETED, 
aa Atruta rot. ox THIS LEASS. rr. 

16. JM>. o r ACKfcS IN I.*A»a 

3 2 0 

19. raoroaso DEPTH 

11,700' 

17. Jtc o r ACSES ASSIGN to 
TO T H I S w o t , 

3 2 0 
20. AOTAat OS CAULS TOOLS 

Rotary 
. SUVAXIO.N*, (Show whetiicr SF. BT. G&, ate.) 

3555' GL 

22 . Ai>P*OX, OATS WOSK W I U S T A a T " 

8/23/74 

PROPOSED CASING ANO CEMIINTTNG PROGRAM 

S U E or HOLS sua or CASINC WEIGHT psa roo? S r i T M C DEPTH QIMNTIT? 0 ? CE3JXNT 

17-1/4" 13-3/8" 54.5# 350' Circulate 
12-1/4" 9-5/8" 40# 2000' To Surface 

8-1/2" 5-1/2" 179 1 1 , 7 0 0 ' : 300 sx. 

It is proposed to drill straight hole to a TV of 11,700' and test as a Morrow gas well. 

Mud Program: 0-350' spud mud, 350-2000' brine water, 2000-8000' fresh water, 8000'-TD 
KC1 water with chemicals and weighting material as needed. 

BOP Program: Hydril will be installed on 13-3/8" casing and tested to £Q00 psi. Pipe 
and blind rams will be added to Hydril on 9-5/8" casing &jc^tm£°d to 5000 

lVoduc iMva arira DESCMSC raorosro paocaAM: If proposal ia to deepen or oluc back, eire data on prnnt peaducflee tone and proposed new l**oductlTe 
. If proposal is to drill or deepen directional!/, fire pertinent data on aubaurface locations and xmaamnt and true rertlcal depth*. Give blutrout 
eater program, lf any. 

District Engineer „M August 9, 1974 

•UmUfXT TO ATTACH EH BEEP CONJaOU 

pete0-0-' 
**** 

* S « « Instruct ions O n R e v e n « S i d e 



A l l (t» « r « c c . « « _ a f to I * — O t a —.1 • * h a a U s m oW t h a h e l m 

i . i i f I I ? . i . * \ 

. C O P E T R O L E U M C O R P O R A T I O N F A F F E D E R A L 

* - l l f . o . 

L 4 18 SOUTH 30 EAST EDDY 
„ _ i ? L o e s t i c n T l 

1980 I . - : . ^ , K . SOUTH 660 ,«., ( r _ m , h „ WEST 

= . 1 
P-o. 

320 A-,-. • 
1. Outline the acreage dedicated to the subject well by colored-pencil or hachure marks on the plat beluw. 

2. If . more than one lease: is dedicated to the well, outline each and identify the ownership thereof (both as to working 
interest and royaltv). 

3. If more than one lease of different ownership is dedicated to the well, have the interests of all ownere been on.toli- • 
dated by communitization, unitization. force-pooling, etc? j 

I 
I ' X I Yes P j NO answer is "yes." type of consolidation Farmout ! 

If an'iwer is "no," list the owners and tract descriptions which have actually been consolidated, (t'sr reverse si«le of I 
thia form if necessary.L 

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-s:andard unit, eliminating such interests, has been approved bv the Commis- i 

sion. 

Franklin, Aston & Fair et al : 
i 
1 

i 

f-
! 

I 

! 
-1 

•660 

o 
cn 

CERTIFICATION I 
t 

i 
I fccfwbj* c * * * t f f t h a t t k t f i n ( o r r ^ a i $ Q n c o n - | 

$a* f * *»d h****!<>> I ' I t r u e o n d c o r t p U i * * r o f n * ' 

b o f f f o / m y ± n o - m \ + d q m o n c ' . b « ' ' r r . [ 

/ 

Allen J . Owings 
F s s i t : -,™ 

District Engineer 

Belco Petroleum Corporation 
S e t -

August 8, 1974 

A/ 

' kVT t , y - -
d 

—r 
••a I120 *««o l««0 I* AO 

7 r *d t h -» ao.T*v 

ro f-*« _k*v«f Or* my 

D o w S u e * - ? * - * 

A U G U S T 8 , 1974 

676 



I b r m l - M U 
(Feb. iu i ) 

- r . ; "• o. c. c. co?i 

{SUBMIT IN TRIPLICATE) 

V\j - J L I J \ UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEY 

B o d f ' t Burrau No. 43-Rlsa.«. 
A p p r o r t l e i p i n i 12-31-00. 

otR..La3...Crxi.cea„ 

U n i t 

*«. C673^3.rr.4..V. 

SUNDRY NOTICES AND REPORTS ON WELLS 
NOTICE OF INTENTION TO ORIU . . . . 

NOTICE OF INTENTION TO CHANGE PLANS. . . . . . 

NOTICE OF INTENTION TO TEST WATER SHUT-OFF 

NOTICE OF INTENTION TO RE-DRILL OR REPAIR WEL1 

NOTICE OF INTENTION TO SHOOT OR ACIDIZE. 

NOTICE OF INTENTION TO PULL Oft ALfCR CASING 

NOTICE OF INTENTION TO ABANDON * E U 

SUBSEQUENT REPORT OF WATER SHUT-OFF 

SUBSEQUENT REPORT OF SHOOTING OR ACIDIZING.. 

SUBSEQUENT REPORT OF ALTERING CASING 

SUBSEQUENT REPORT OF RE-DRILLING OR REPAIR.. 

SUBSEQUENT REPORT OF ABANDONMENT.. 

SUPPLEMENTARY WELL HISTORY . . . 

{ I N D I C A T E A U O V E B T C H E C K M M K N A T U f t C o f I f S P O U T , N O T I C E , O R O T H E R D A T A ) 

Apri l c 

Weil No. .3 is lcK_tedS60„_„fL fronu^J line andl330_ft. from.^ line of sec 23.. 

N2 23 I E 3 
(K Bee. u ~ Sec. No.) 

Turkey Track 
(Twp.) (Ruco) 

_„?ddy 
(Meridian) 

Hew Hexicro 
(SUto or Territory) (Field) (County or SubdiTfslon) 

The elevation of the derrick floor above sea level is „ ft. 

DETAILS OF WORK 
t S t a t * i w n i M o f a n d i i p M t t d d a p U t a t o o b j a c t i v a a a n d s t a h o w • i u i a , w v i t r h t * , . * « d I a n * * h a o f p r o p o a a d e a u - i n f i i i n d l c a x t o m u d d i n t r j o b s , O C W U B I 

i n f P t i n t i . a n d a l l o t : h « r i m p o r U n t p r o p o a a d w o r k ) 

Propose to d r i l l with rotary tool to approximately 2100 feet to 
teat the Queen formation. Intend to d r i l l 9" hole and set 7" OD 
17# or 20$ SB seamless casing a t approximately 350 feet..end cement 
with 50 sax regular cement vith 2% gel, _Drill 6h" hole/total depth 
and run 4V OD 9.6# new « a ^ m casing oo oi l string and cenent 
vith 100 sax regular cement or enough cement to cover a l l zones of 
interest. Intend to abide by the rule* and regulation*?['jo^tha-V 
department-

APR 6 1961 
U. S. GEOLOGICAL SURVEY 

I l i m U r a f n d t h a t t h i a p l a n tml w o r k m u a t n c m i w * t p a m l l n w W t i n a ; h r t h a C a o i o f l c a l £ t m a y b a f o r a o p a r a t i o n a n l a 3 " B t c b n a m ^ i c s o V M ' V I P n 
n A i t u i n , i n . . / I V l C A l U U 

Company Y a t G f l P r i l l i n g Company 

Address J^9? ^ ^ ^ Z ^ J ^ ^ ^ S . 

Artesia, Sow Mexico 

Title ._j^. c .?8tar^ 
G P 0 0 « t 0 4 0 



NEW MEXICO OIL CONSERVATION COMMISSION 

WELL LOCATION AND ACREAGE DEDICATION P L A ^ El C 

FORM C - ! 2S 

SEE INSTRUCTIONS FOR COMPLETING THIS FORM ON THE REVERSE SIDE 

S E C T I O N A 

Operator 

Yatas Drilling Co» 
Lease 

> age r a j . BY 
Well No. 

Unil Letter Section 

21. 

Towosh ip Range -ounty 

Actual Footage Location ot *e! i : 

feet from the . ; o r t h - line and .1?*? {eet from the line 

Ground Level Elev. 

3152. 
Producing Formation Pool 

Turkey ?-ard6 
Dedicated Acreage: 

£ 0 Ac res 

Owner, Land Description '—. - f* ' j \ T\ZTTm\ 

APR 6 l? r \ 

1. Is the Operator the only owner in the dedicated acreage outlined on the plat below? YES .2C_— NO _ _ _ . ("Owner" means the person 

•who has the right to drill into and to produce from any pool ana to appropriate the production either for himself or for himself and 

another. (65-3-29 (e) NMSA 1931 Camp.) 

2. l i i:he answer to question one is "ao ," have the interests of nil. the owners been consolidated by communitization agreement or other

wise? YES NO _ _ _ _ _ . If answer is "yes , " Type of Consolidation • 

3. If the answer to question two is "no , " l is t a l l the owners and their respective interests below: 

S E C T I O N 8 

' R-2< 

s 
19301 

T ' 
Id 1 
s 1 

t 1 

CERTIFICATION 

I hereby certify that the information 

in SECTION A above is true and com

plete to the best of my knowledge and 

belief. 

Position 

Si ' - rot ?>rv 
Company 

Ystes lvc l l l i ncy co. 
Date 

A p r i l 6, 15.-1 

I hereby certify that the well location 

shown on the plat in SECTION B was 

plotted from f ie ld notes of actual 

surveys made by me or under my 

supervision, and that the same is true 

and correct to the best of my knowledge 

and belief. 

O 330 660 990 1320 IbSQ ISSO Z3IO Z(r40 2000 .'SOO /OOO SOO 

Date Surveyed 

Registered Professional Engineer 

j d / o r Land Surveyor 

Certificate No. 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

GEOLOGICAL SURVEEY 

SUBMIT IN DUPL1CATZ* 

I Srrotbrr lo
st run ions on 
rvverta »idtl 

WELL COMPLETION OR RECOMPLETION RL-PORT AND LOG * 

Fo rm opprovsd. 
Budfel Bureau No. H-PJSii.! 

3 . L t i l l P C l l C N a r i O N AMD I S E l A L NC 

NM 020498 - Dakota 
8. i r I N O I A J I . A L L O T T E E 0 1 T i l * * 

"la. T Y P E O F WELX.; 

_ T Y P E O F COMPLETION; 
NEW r~g K O B K r—j 
W E L L O V E S L _ l 

O i l . 
W I L L 

DC tr
et 

• .Vu. LU 

• OACIt • 
Dirr. 
crava. 

•T Q Otber 

• Otber . 
2. . i tuc or OPEKATOB. 

Marathon O i l Company 
1. AODBESS or OPEBATQB 

P. 0 . Box 2659; Casper, WY 82602 
4. LOCATION or W E L L {Report location clearly and in accordance Kith any Btate reauirementt)' 

At aurracc TT665-; FSL & -955̂  FWL ; 

At top prod. Inter-raT reported below 

At total depta 

14. r c u a n NO. O&TS ISSUED 12. C O C S T Y oa 13. STATE 

' 30-045-24334 
i PABISH 

' 30-045-24334 1 7-15-80 San Juan New Mexico 

7. I N I T A C 1 E E U E K T N A M E 

S. r a B M OB L E A S E . 1 1 1 C 

Oh-io Gov ' t 
9 . W E L L NO. 

2£ 
1 0 . r l I L D AMD P O O L , O t W I L D C A T 

Basin Dakota 
1 1 . S E C . T . . B . . 11., Oh B L O C K AND 1 C E T E T 

OK A « E A 

Sec. 15, T28N, R11W 

1 3 . D A T S S P C D D E D 

8-7-80 

I B . S A T Z T . D . M A C - E D 

8-25-80 

IT. DATE COMPL. (Ready to prod.) 

5-14-81 
I S . ELEVATIONs (or. i - a . IT. C l , ETC.)* 

5 ,625 ' GL, 5 ,635 ' KB 

1 9 . I L E T . C A S I N C H E A O 

20. TOTAL S O T S . MS * TVD I 21. PLOO. S - C X T _ L . MB A TVD 

6,410' | 6,245' 
2 2 . i r M I L T I P L E COM P L -

HOW J I A N T " 
2 3 . I S T E B V . A L S 

D I I L L E D B T 
S O T A S T T O O L S C A B L E T O O L S 

I 0'-6,410' 
2 4 . P B O D C C I N O 1 N T E 1 T A L ( J ) . O r T H I S C O M P L E T I O N T O P , B O T T O M . N A M E [ M D A.ND T V D ) " 

Graneros - Dakota 

2 3 . W A S D i m C T l O N A L 
S C S T E T M A D E 

NO 
28. TIPE ELECTZIC AND OTSES LOGS ICS 

CDL/CN/GR, DIFL, CBL/GR 
^ . WAS W I L L C O t E O 

\ NO 
23. CASING RECORD (Report all ttrinae tet in well) JUW ? ir-, \ 

CASINO S I Z E w r i C H T . L B . / J T . DEPTH SET (MD) HOLE SIZE X3IENTINC KECOID ' >•<»-• t J AllOCNT PULLED 

9-5/8" 36# 562.50* 12-1/4" ^tf"5a^. COM. / NONE 
_Ui? 1,958.14' 8-3/4" 255L Say&i. 3 / NONE 

4-1/2" 11-6#, 10-5x1 f 6,405.92' 6-1/4" 725^Siieks ^ NONE 

29. U K - R R E C O R D 30. T U B I N G R E C O R D 

11IE TOP ( M » | SOTTOM (MS) SACKS CEMENT* JCKEEN ( MO ) aizE DEPTH BET (MD) P A C K I S SET (MD) 

NONE 2-3/8" 6,041' -

31. PEarotATION I E C O E D (Imtrvai, ivzt and numoer) 

Dakota 6,260' -6,268' r(TsoTated K ; r\,'/ ,1L 

Graneros 6 ,070 ' -6 ,076 . , , M 1 7 1QR1 
All 2 sof. -34" dia. UU jUN ™ 

32. ACID. SHOT. F R A C T U R E . C E M E N T SQUEEZE. E T C 

33.* 

" DEPTH I N T E t V A L (MO) AUOONT AHO KINO or a i l l l l U C J I D 

;i It 

See Reverse Side 
lu 

DATS r i t S T P E O D D C T I O K 

5-14-81 
P I O D C C T I O N p i n p — a n d type o/ pump) 

Flowing s / 3 ^ 1 " 
WELL STATUS (Producing or 

snut'in) 

DATS O r T E S T 

- 5-14-81 
H O C 1 S T E S T E D 

24 

C H O S E S I Z E 

1/2" 
p i o D ' f i . r o i 
T E S T P E 1 I O D 

O I L B B L . «Aa—xcr. 

161 
' A T E n B B L . 

2 

O A S - O I L R A T I O 

161,000 SCF/ 
OIL saAViTT-APi icoaa.) 

O i l 5 6 . 6 ° , Gas C 

PLOW, ruiLNO rasa. CASINO r u s s c t c CALCULATED OIL BBL. GAS—tccr . WAXES BBL. 
24-HOLE LATX I I 

205 psi 365 psi — 1 1 I 161 I 2 34. DIlPOsmoN or QAS {Sold, mice lor fuel, vented, tic.) 

Gas commit ted to El Paso Na tu ra l Gas Co. 

I T E S T W I T N E S S E D I T 

I E. Nelson (MOC) 
3 3 . L i l t o r A T T A C H M E N T S 

None 
30. I hereby c e r n f j Lfiat tb» foreEOioj ind attacbtd information la complete and correct aa determined from all available records 

SIGNED ,C%*/s ft/7r*f4?' TiTLx District Operations Manager D A T E May 19, 1981 

"(Sc* Inrtructions and Spocts for Additional Dafa on Revene Side) 
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STATE OF' NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

BRUCE KING 
GOVERNOR 

LAND COmiSSICNER 
ALEX, J. ARMIJO, 
MEMBER 

DIVISION RULES 
STATUTES 

OIL CONSERVATION COMISSION 

STATE PETROLEUM ENGINEER 
JOE D. RAMEY, MEP1BER AND 
DIRECTOR, OIL CONSERVATION 
DIVISION 

LARRY KEHOE 
SECRETARY 

STATE GEOLOGIST 
EMERGY C. ARNOLD, 
MEMBER 

OIL CONSERVATION DIVISION 

PRINCIPAL 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 
ALWNISTRA3TON: (505) 827-2434 LEGAL: (505) 827-2741 

JOE D. RAMEY, DIRECTOR 

TECHNICAL SUPPORT CHIEF CHIEF ENGINEER 
RICHARD L. STAMETS DANIEL S. NUTTER 

WATER RESOURCE SPECIALIST GEOLOGIST 
OSCAR A. SIMPSON CARL G. ULVOG 

GENERAL COUNSEL ENGINEER 
PERRY PIERCE MICHAEL E. STOGNER 

DISTRICT OFFICES 

DISTRICT I - HOBBS 88240 DISTRICT I I - ARTESIA 88210 

P.O. BOX 1980 
Telephone: (505) 393-6161 

J. T. Sexton, Supervisor and 
Oil & Gas Inspector 

P. F. Kautz, Geologist & Deputy 
Oil & Gas Inspector 

Deputy Oil & Gas Inspectors: 

L. A. Clements 
R. M. Castleberry 
E. W. Seay 
A. A. Plattsmier 
O. W. Wink 

P.O. DRAWER DD 
Telephone: (505) 748-1283 

W. A. Gressett, Supervisor and 
Oil & Gas Inspector 

Larry Brooks, Geologist & Deputy 
Oil & Gas Inspector 

Deputy Oil & Gas Inspectors: 

M. B. Williams 
B. W. Weaver 
M. C. Stuhblefield 

DISTRICT I I I - AZTEC 87410 DISTRICT IV - SANTA FE 87501 

1000 Rio Brazos Road 
Telephone: (505) 334-6178 

F. T. Chavez, Supervisor and 
Oil & Gas Inspector 

J. A. Edmister, Geologist and Deputy 
Oi l & Gas Inspector 

P. O. Box 2088 
Telephone: (505) 827-2533 

C. G. Ulvog, Geologist and Oil 
& Gas Inspector 

R. E. Johnson, Geologist and Deputy Oil 
& Gas Inspector 

C. C. Gholson, Deputy Oil & Gas Inspector 

Revision No. 1 



CHANGE SHEET 

Instructions for the insertion of Revisions to the New Mexico O i l Conservation 
Division Rules and Regulations dated October 1, 1978. Please remove, substi
tute, delete, or add pages as noted below and r e t a i n t h i s Change Sheet i n the 
Rule Book. 

Revision 
No. 

Date Remove Old 
Pages 

Add 
New Pages 

1 8-28-81 Organization Page Organization Page 

A-l through A-4 A-l through A-4 

C-1 and C-2 C-1 and C-2 

C-5 and C-6 C-5 and C-6 

D-1 and D-2 D-1 and D-2 

I - l through 1-3 I - l through 1-5 

M-l and M-2 M-l and M-2 

M-5 through M-8 M-5 through M-8 

• -



STATE OF NEW MEXICO 

ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

RULES AND REGULATIONS 

Dated 10-1-78 " 

This book contains the D i v i s i o n Rules and Regulations 
of statewide a p p l i c a t i o n revised through October 1, 1978. 
From time to time the book w i l l be updated through the 
d i s t r i b u t i o n of change sheets i n c o r p o r a t i n g new or revised 
r u l e s or s t a t u t e s . 

Special r u l e s governing i n d i v i d u a l o i l and gas pools are 
not included i n t h i s p u b l i c a t i o n . b u t should be consulted 
where a p p l i c a b l e . Order No. R-167 0, as amended, should 
be consulted f o r general and sp e c i a l r u l e s governing 
prorated gas pools i n Southeast and Northwest New Mexico. 
Order No. R - l l l - A , as amended, should be consulted f o r 
special r u l e s governing the Oil-Potash Area of Southeast 
New Mexico. Order No. R-3221, as amended, should be 
consulted f o r s p e c i a l r u l e s governing s a l t water d i s p o s a l . 
Order No. R-5353, as amended, should be consulted f o r 
special r u l e s governing associated pools. Order No. R-5436 
should be consulted f o r s p e c i a l r u l e s governing exemption 
of new wel l s from the p r o v i s i o n s of the Natural Gas P r i c i n g 
Act. 
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